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DOCUMENT RESUME

ED 377 363 CE 067 802

_TITLE Understanding Taxes. Teacher's Resource Kit. 1995
Annual Revision,

INSTITUTION Internal Revenue Service (Dept. of Treasury),
Washington, D.C.

PUB DATE Nov 94

NOTE 92p.; Updates portions of ED 364 759.

AVAILABLE FROM Internal Revenue Service, Understanding Taxes High
School Program, P.0. Box 127, Glen Burnie, MD 21060
(teacher's resource kit including videocassette and
software program).

PUB TYPE Guides - Class:zoom Use — Teaching Guides (For
Teacher) (052)

EDRS PRICE MF01/PCO4 Pl.s Postage.

DESCRIPTORS Classroom Techniques; Course Content; Definitions;
High Schools; *Learning Activities; Lesson Plans; Tax
Allocation; Tax Credits; Tax Deductions; *Taxes; Tax
Rates; Teaching Methods; Units of Study

IDENTIFIERS *Income Taxes; Internal Revenue Service

ABSTRACT

This packet contains revisions of the following
sections of the '"Understanding Taxes' teacher's resource kit:
complete revisions of lessons 3 and 4; updated student handnuts for
lessons 2, 9, and 11; new glossary; and revised software user's
guide. Lesson 3, 'From W-4 to 1040A," is designed to acquaint
students with the basic tax-related forms they are 'ikely to
enccunter. Lesson objectives include the following: students should
be able to: (1) discuss the use and importance of Forms W-4, W-2,
1040EZ, and 1040a; (2) determine, when given sufficient information,
whether an individual must file a return; (3) identify the specific
tax return form thut is most appropriate for each of a selection of
taxpayers: and (4) define and use relevant concepts and terms in
order to fill out Forms W-4, 1040EZ, and 1040A correctly and
appropriately. The lesson includes 16 student handouts. Lesson 4,
"State and Local Taxes,'" is designed to help students understand that
state and local governments need revenues to provide goods and
services for their residents. After participating in the suggested
activities, students should be able to identify the kinds of taxes
most commonly collected by state and local governments and give
examples of goods and services most commonly provided by state and
local tax revenues. Two handouts are provided. The Software User's
Guide describes the following: equipment needed. setup, starting up,
parts of the program, and main menu activities. (KC)

Y o6 v v e v v 3t o' v e v v o v e ve 3% Fe v v Fe Fe de 3t de ve v s de el ol ok e o S de e vle de de Je e ol gl dea Sk e e et ek et dede dedeat de dede

Reproductions supplied by EDRS are the best that can be made *
from the original document. ¥

¥




ED 377 363

Q

—_

S
A
TN
S
W

»

-

©

ERIC

PAFullToxt Provided by ERIC

Understanding Taxes
Teacher’s Resource Kit
1995 Annual Revision

Internal Revenue Service

'S DEPARTMENT OF EDUCATION
D B R S T L G
EDUCATIONAL RESOURCES
CENTER (ERIC)
Tius document has been reproduced as
recewed from the person o1 organization
onguwiting it

NFORMATION

[3 Nasor changes have been made to
imptave reproduction quality

® ot ol viow D1 opreions shated i the
ducument 4o nol necessanly ropiesent
othienr OF 1 pasiion o policy

BEST COPY AVAILABLE




CF

DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, D.C. 20224

ASSISTANT COMMISSIONER
(TAXPAYER SERVICES)

Dear Educator:

Enclosed is the 1995 Annual Revision for the Understanding
Taxes Teacher's Resource kit. We believe the Understanding Taxes
Program materials will be a welcome addition to your teaching of
U.S. history and the politics and economics of our nation's tax
system and how to prepare basic tax forms. The materials are
designed for use in a variety of classrooms: history, economics,

math, consumer education, government, civics, business education
and etc.

The printed materials for Lesson 3: "Form W-4 to 1040A"
contain the information needed to teach students how to prepare
basic Forms W-4, 1040EZ and 1040A. The updated software and
software user's guide walk students through the process of
completing the tax forms. The software is compatible with IBM
and Apple II computers. The software can be used along with
Lesson 3 or it may be used as a stand alone program for self-
tutorial purposes. If you do not have access to a computer, this
will not interfere with teaching the program in your classroom.
Please note that the forms contained in the update are marked
"proof copy" as they may be subject to changes occurring later in
the year. If changes do occur, this will not affect your
teaching of the subject matter.

Just a reminder for those who are on the mailing list, you
will automatically receive the annual updates and instructions on
incorporating the materials into the kit.

Should you need any information or assistance with the
Understanding Taxes High School Program, we would be pleased to
hear from you. Just refer to the enclosed listing of addresses
and telephone numbers for the IRS Taxpayer Education Coordinator
nearest you.

To help us better serve your needs and ensure that you
receive the materials, please contact us if any of the following
circumstances occur:

1. A .y changes to your address.
2. You received more than one Teacher's Resource Kit.
3. You no longer wish to receive the kit.

(Complete the appropriate box on the enclosed Understanding
Taxes High School Program Order Form (FORM 1742) and mail it
to the nearest IRS office shown on the enclosed list of
addresses and telephone numbers).
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Dear Educator, con't.

The above information is important to us and we appreciate
your taking the time to contact us. We wish you and your
students a most successful school year.

Zizj?rely,
wen ¥rauss

Assistant Commissioner
(Taxpayer Services)

Enclosure(s)




How TO UPDATE YOUR TEACHER’S RESOURCE KIT

PLEASE REMOVE THE OLD MATERIALS FROM YOUR RESOURCE KIT AND INSERT
THE CORRESPONDING NEW MATERIALS:

LLESSON 2: TaAXpPAYER RIGHTS & RESPONSIBILITIES -~
STUDENT HaNnNDoOUT 2.2

LEsscoN 3: ForM W-4 1O 1040A --
INSTRUCTOR BOOK & STUDENT Hampours 3.1 - 3.16

LESSON 4: STATE AND LocalL TAXES -~
INSTRUCTOR BOOK AND STUDENT HanpouTs 4.1 & 4.2

LESSON 9: TaxEs RAISE REVENUE - -
STUDENT Hanpour 9.1 & 9.2

LeEssoN 11: Taxes INFLUENCE BEHAVIOR - -
STUDENT HanpouT 11.2

SOFTWARE USER’S GUIDE
COMPUTER DISKETTES
ForM. 1742 -- UNDERSTANDING TaxES ORDER FORM

ONLY THE MATERIALS LISTED ABOVE NEEDED TO BE REPLACED. ALL
OTHER MATERIALS IN YOUR KIT SHOULD BE RETAINED.
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Addresses and Telephone Numbers for
IRS Taxpayer Education Coordinators

Unless otherwise noted. telephone numbers are nottolifree
and will :involve long distance charges to callers outside of
the local caifing area. Contacts by mail should be made to
the attention of the “Taxpayer Education Coordinator.”

ALABAMA

500 22nd St.. S., Stop 117
Birmingham. AL 35233
{205) 731-0403

Toll Free 1 (800) 829-104C
ALASKA

949 E. 36th Ave

Anchorage. AK 99508-4328

(907) 271-6231
Toll Free 1 (800) 829-1040

ARIZONA

210 E. Earll

Stop 6610-PX

Phoenix. AZ 85012-2623
(602) 207-8618

To!l Free 1 (800) 829-1040

ARKANSAS

700 West Capitol

Stop 6030

Little Rock. AR 72201
(501) 324-5685

Toll Free 1 (800) 829-1040
CALIFORNIA

Los Angeles

300 N. Los Angeles St.
Room 5202 .

Los Angetes. CA 80012
Los Angeles City Area
(213) 894-4574

Toll Free 1 (800) 829-1040

San Francisco

1301 Clay St.. Suite 15005
Oakland. CA 84612-5210
(510) 637-2473

Toll Free 1 (800) 829-1040
Laguna Niguel

Chet Holifield Fed. Bidg.
PO. Box 30210

Laguna Niguel
CA'92607-0210

(714) 643-4060

Toll Free 1 (800) 829-1040
Sacramento

PO. Box 2900. Stop SA5650
Sacramento. CA 95812
(916) 974-5088

Toll Free 1 (800) 829-1040
San Jose

PO, Box 100

Stop HQ-6300

San Jose. CA 95113-2397
(408)291-7114

Toll Free 1 (800) 829-1040

COLORADO

600 17th Street

Stop 6610-DEN

Denver. CO 80202-2490
(303) 446-1660

Toll Free 1 (800) 829-1040

CONNECTICUT

135 High Street. Stop 115
Hartfe' 4, CT 06103-1185
(203) 240-4149

Toll Free 1 (800) 829-1040

UNDERSTANDING TAXES
High School Program Order Form

Please complete this form only if you are:

e ADDING new subscription,

e CHANGING name/address.

v REPLACING name/address, OR
e DELETING subscription.

Check the appropriate box:

1 ADD — My name and address to the Understanding
Taxes High School Program subscription list. In doing
so, | will receive the Teacher's Resource Kit and

DELAWARE

844 N. King St
Wulmm%ton. DE 19801
(302)573-6270

Toll Free 1(800) 829-1040

DISTRICT OF COLUMBIA
31 Hopkins Plaza

Room 615A

Baltimore, MD 21201

{410) 962-2222

Toll Free 1 (800) 829-1040
FLORIDA

Jacksonville

400 W. Bay St.. Stop 6450
Jacksonville, FL 32202-0045
(904) 232-2514

Tolt Free 1 (800) 829-1040
Ft. Lauderdale

One N. University Dr.

Stop 6030

Building A. Room 270

Ft. Lauderdale

FL 33324-2019

(305) 424-2439

Toll Free 1 (800) 829-1040

GEORG!A

Peachtree Summit Bidg

401 W. Peachtree St . NW

Room 526. Stop 802D
tlanta. GA 30365

(404)331-3408

Toll Free 1 (800) 829-1040

-HAWAL}

300 Ala Moana Bivd. #50089
Honolutu. HI 96850-4992
(808) 541-3329

Toll Free 1 (800) 829-1040

IDAHO

550 W. Fort St.. MSC 041
Boise, ID 83724

(208) 334-9153

Toll Free 1 {800) 829-1040

Block *1 for New Subscriptions:

ILLINOIS

Chicago

PO. Box 1132, DPN 7-5
Chicago. iL 60604-1132
(312) 886-4609

Toll Free 1 (800) 829-1040
Springfield

PO. Box 19201, Stop 8
Sprinafield. IL 62794-9201
(217) 527-6366

Toll Free 1 (800) 829-1040
INDIANA

PO. Box 44211

Stop 60. Rm. 517
indianapohs, IN 46209
(317)226-6543

Toll Free 1 (800) 829-1040

IOWA

210 Wainut St.

Stop 30-2

Des Mones. 1A 50309-2109
(515) 284-4870

Toll Free 1 (800) 829-1040
Ext. 4870

KANSAS

271 W. 3rd St.

Stop 6610-WIC

Wichita. KS 67202

(316) 3527610

Toll Free 1 (800) 829-1040

KENTUCKY

PO. Box 1216. Stop 531
Louisville, KY 40201
(502) 582-6259

Toll Free 1 (800) 829-1040

LOUISIANA

Stop 21

600 S. Maestri Place

New Orleans. LA 70130
(504) 558-3011

Toll Free 1 (800) 829-1040

MAINE

P0. Box 787. Stop 6601
Augusta. ME 04332
(207)622-8328

Toll Free 1 (800) 829-1042

MARYLAND

31 Hopkins Plaza

Room 615A

Baltimore. MD 21201
(410) 962-2222

Tolt Free 1 (800) 829-1040

MASSACHUSETTS

JFK Federal Building

PO. Box 9088

Boston, MA 02203
(617)424-5310

Toll Free 1 (800) 829-1040

MICHIGAN

PO. Box 330500, Stop 45
Detroit, Mi 48232-6500
(313) 226-3674

Toll Free 1 (800) 829-1040

MINNESOTA

316 North Robert Street
Stop 6500

St. Paul. MN 55101-1474
(612) 290-3320

Tolt Free 1 (800) 829-1040
MISSISSIPPI

100 W. Capitol Street
Rm. 101A. Stop 30
Jackson, MS 39269

(601) 965-4142

Toll Free 1 (800) 829-1040

MISSOUR!

PO. Box 66784. Stop 612
St. Louis. MO 63166
(314) 539-3660

Toll Free 1 (800) 829-1040

MONTANA

Federal Building. 301 S. Park

Drawer 10016

Helena. MT 59626-0016
{406) 449-5375

Toll Free 1 (800) 829-1040

mme

l

| Senoot

Schoot Street Address (Do NOT give a PO Box)

current and future revisions. (Complete Block *1) l

1 ADD — My name and address to the subscription list

for annual revisions, | have already received my !

Teacher's Resource Kit. at a convention, teacher's

workshop or seminar. (Complete Block*1.)
2 CHANGE — My name and/or address. (Complete Ch

Blocks *1 and *2.)

T} REPLACE — The kit is being transferred to another
teacher within the school. (Complete Blocks *1

and *2))

'] DELETE — My name and address from the

 City State Zip Code
! i
! Tetephone Number (Include area coge:
Block *2 for Old Subscriptions:
! Name .
|
=
) Schoo: !
| Scnoot Street Address (Do NOT gwe a PO Box) '
]
State Zip Code

| Telephone Number (InClude area code)

It you have any questions or need aaditional assistance
with the Understanding Taxes program. just contact the near-

Q subscription hist. (Complete Block *2.)

ERIC
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est Taxpayer Educaticn Coordinator on the attached histing.




NEBRASKA

NORTH CAROLINA RHODE ISLAND YERMONT Outside 50 States
106 South 15th. Stop 27 320 Federal Place. Rm. 120 PO. Box 6627 Courthouse Plaza & Foreign Countries:
Omana. NE 68102-1676 Greensboro. NC 27499 Providence. Rl 02940 199 Main Street
(402) 221-3501 (910) 378-2193 (401) 528-4276 Bi.rington, VT 05401-8345 GUAM
Toll Free 1 (800) 829-1040 Toll Free 1(800) 829-1040 SOUTH CAROLINA (02) 860-2089 Taxpayer Service Division
NEVADA NORTH DAKOTA Strom Thurmond Fed. Bldg. ‘VIRGINIA PDN Building, Room 902
4750 W. Oakey Bivd. PO. Box 2461 1835 Assembly St.. MOP1 PO Box 10049, Rm. 5223 Agana, Guam 96910
Las Vegas. NV 89102 Fargo. ND 58108-2461 Columbia, SC 29201 Richmond, VA 23240 (671) 472-7471
(702) 455-1029 (701) 239-5105 (803) 253-3031 (804) 771-2288
Toll Free 1 (800) 829-1040 Toll Free 1(800) 829-1040 Toll Free 1 (800) 829-1040 Toll Free 1 (800) 829-1040 PUERTO RICO
NEW HAMPSHIRE OHIO SOUTH DAKOTA WASHINGTON Mercantil Plaza Bidg.. GF
80 Daniel Street Cincinnat PO. Box 370 915 Second Ave.. MS-425 Taxpayer Service Division
Portsmouth, NH 03801 PO. Box 3459 Aberdeen, SD 57402-0370 Seattle, WA 98174 Office GF-05
(603) 433-0519 Cincinnati. OH 45273 (605) 226-7269 (206) 220-5776 Avenida Ponce de Leon
Toli Free 1 (800) 829-1040 (513) 684-2828 Toll Free 1 (800) 829-1040 Toll Free 1(800) 8298-1040 Hato Rey, PR 00918
NEW JERSEY Toll Free 1 (800) 829-1040 TENNESSEE WEST VIRGINIA {809) 766-6305
PO. Box 668 Cleveland 801 Broadway, MDP 46 PO. Box 1040, Stop 1120 Toli Free 1 (800) 823-1040
Newark. NJ 07101 PO. Box 39184 Nashville. TN 37203-3836 Parkersburg. WV 26102
(908) 417-4075 Cleveland, OH 44199 (615) 736-2280 (304) 420-6612 Other:
Toll Free 1 (800) 829-1040 (216) 522-3414 Toll Free 1 (800) 829-1040 Toll Free 1 (800) 829-1040 OFFICE OF ASSISTANT
NEW MEXICO Toll Free 1 (800) 829-1040 TEXAS Ext. 6612 COMMISSIONER
5338 Montgomery Blvd.. N.E. OKLAHOMA Austin WISCONSIN (INTERNATIOMAL)
Stop 6610-ALB 55N Robinson 300 E. 8th Street M-32 950 LEntant Plaza
Albuguerque, NM 87102 Stop 6610-OKC 310 W. Wisconsin Ave.

(505) 766-2537
Toll Free 1 (800) 829-1040

(512 $99-5439 (414) 297-3302 oz B3 200z
NEW YORK Tolt Free 1 (800) 829-1040 Toll Free 1{800) 829-1040 Toll Free 1 (800) 829-1040
Manhattan OREGON Houston WYOMING
290 Broadway PO. Box 2709 8701 S. Gessner 308 W. 21st Street
fvevs York, NY 10278 Portiand. OR 97208 Stop 6610 HAL Stop 6610-CHE
(212) 264-3310 (503) 326-6565 Houston, TX 77074 Cheyenne. WY 82001
Brooklyn Toli Free 1 (8001 829-1040 1713) 7737070 (307) 772-2173
10 Metrotech Ctr. PENNSYLVANIA Toll Free 1(800) 829-1040 Toll Free 1 (800) 829-1040
625 Fulton St. Philadelphia Dallas
Brookiyn. NY 11201 600 Arch St.. Am. 6424 1100 Commerce Street
(718) 488-2908 Philadelpia. PA 19106 Stop 6610-DAL
Albany {215) 597-0512 l?;*"}f;- J_IX&Z%Q
Leo O Brien Federal Bdg. Toll Free 1 (800) 828-1040 ) 7T 1829 1040
Chinton & N. Pear! Sts. Pittsburgh oll Free 1(800)
Room 421 PO. Box 799. Rm. 1117 UTAH
Albany. NY 12207-2378 Pittsburgh, PA 15230-0799 465 South 400 East St.
(518) 472-3636 (412) 644-6504 Stop 6610-SLC
Buffalo Toll Free 1 (800) 829-1040 Salt Lake City. UT 84111
PO. Box 606 (801) 524-6095 Department of the Treasury
Buttalo, NY 14225-0606 Toll Free 1 (800) 829-1040

(716) 686-4777
Toll Free 1 (800) 823-1040

Return Address (Please Print)

Oklahoma City. OK 73102
(405) 297-4125

Stop 6610-4US
Austin, TX 78701

Milwaukee, Wi 53203-2221

Attn: CP:IN:C:TPS

internal Revenue Service

Form 1742 (Rev. 7-94)
Catalog Number 17697J

____—.—.—-.—-——-—.—-——_________——________.___—._-.____—___..__

Place
Stamp
Here

Complete both sides and mail to the nearest IRS office listed on this form.

To: Internal Revenue Service

Attention: Taxpayer Education Coordinator
Q
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Revised November, 1994

PURPOSE
This lesson is designed to :

be taught over a three- to five-day period. . JEK help students understand (1) that taxpayers are responsibie for paying

It s presented 1n three parts. Each of these  [RRRCRAUCAKIECH through withholding as income is earned: (2) that they volun-

parts can be taught 1 one day. but they tarily report their income to the government by “filing” a tax return: and
T R R AR e (3) that there are specific forms to help taxpayers in different situations do

T ey il (his. This three-part lesson will acquaint students with the basic tax-related

practice in psing tax forms. forms they are likely to encounter.

OBJECTIVES.

After participating in the suggested activities, students will be able to:
discuss the use and importance of Forms W-4. W-2, 1040EZ. and
1040A
determine. when giver sufficient information. whether an individual
must file a return

identify the spcific tax return form that is most appropriate for each

of a selection of taxpayers
define and use relevant concepts and terms in order to fill out Forms
W-4, 1040EZ. and 1040A correctly and appropriately

MATERIALS

3 Student Handout 3.1, “Glossary of Key Terms™
UNDERSTANDING Student Handout 3.2. “IRS Form W-4"
Tax Formis Student Handout 3.3, “Are You Exempt from Withholding?”

Student Handout 3.4, “The Dependency Tests™

Student Handout 3.5, “IRS Form W-2" and “IRS Form 1099-INT"
Student Handout 3.6, “Case Studies”

Student Handout 3.7, “Should You File a Tax Return?"

Student Handout 3.8. *Which Tax Return Form Should You Use?"
Student Handout 3.9. “IRS Form 1040EZ” (aiso used in Lesson 2)
Student Handout 3.10. “Tax Tables 1994 (pages | and 2)

Student Handout 3.11, “Form 1040EZ Step-by-Step”

Student Handout 3.12, “Form 1040A™ (pages 1 and 2)

Student Handout 3.13, “Schedule 1

Student Handout 3.14. “Fortn 1040A Step-by-Step™ (two pages)
Student Handout 3.15, “The Tax Maze”

Student Handout 3.16. “Lesson Summ-ry™ (two pages)

Software Supplement (for use with Apple 1l+, Ile, Ilc. or GS and PCs)

Understanding Taxes Software Supplement User's Guide

BEST COPY AVAILABLE
3
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Aruitoxt provided by Eic:

Adjusted Gross Income

Total income reduced by certain adjustments such as the IRA deduction and
the deduction for alimony paid.

Credits
A direct reduction of the tax owed. Credits are allowed for purposes such as
child care and the eammed income credit for low-income taxpayers.

Dependent

A person who relies on someone else for support. A dependent generally
may not be the taxpayer or his or her spouse. A taxpayer may claim an
exemption for a dependent if the dependency tests are met.

Dividends

Ordinary dividends are a corporation’s distributions to its shareholders from
its earnings and profits.

Earned Income

Includes wages, salaries, tips. and net earnings from self-employment and
other income received for personal services.

Earned Income Credit

A refundable credit for low-income workers. This credit may be paid to the
worker even if no income tax was withheld from the worker’s pay. To
receive the earned income credit, a qualified taxpayer must file a tax return.

Exempt (from Withholding)
Free from federal income tax withholding requirements by meeting certain
income, tax liability. and dependency criteria.

Exempt (from Tax Liability)

Tax law provides for a set amount which taxpayers can claim for them-
selves, their spouses. and eligible dependents. The total of these amounts is
subtracted from adjusted gross incoine before any tax is computed on the
remaining income.

Gross Income

Money. goods. and property you received that must be included in taxable
income.

Interest Income

Income received from savings accounts or from lending money to someone else.

Standard Deducticn
An amount fixed by law and based on filing status and age. which taxpayers
may deduct from their adjusted gross income before tax is determined.

Tax Withholding

Money that an employer takes from an employee's paycheck and that is
used to pay part or all of the employee’s taxes.

Taxable Income
The income on which tax is computed.

Withholding Allcwance

Claimed by an employee on Form W-4. An employer uses the number of
allowances claimed. together with income earned and mantal status. to
determine how much income tax to withhold from wages.

S




Openine the Lesson:  Voluntary Compliance, Pay-as-you-go, and Tax Withholding
Distribute copies of Student Handout 3.1,  ~he following Hiscussion is designed to
“Blassary of Key Terms” clarify threa main concepts that lie

benind the use Of tne [OrMms atscussaed in

this lesson. These are touched on 1N

other lessonNs in Understanding Taxes,
put it is important for students to under-

stand them here.

Permit 8 mingte or so of dehata sf the  Ask. Do you have 1o file a tax returrm and

question. Then elicit, if possible, of explain 243 v - Axes 27
the concegt of “voluntary compliance.” The U.S. income tax system is built on the idea of “voluntary compliance.”

This means that it is left to the taxpayer to keep the necessary records. file a
return on time, pay any required taxes, and meet other requirements of the tax
law. The system is built on trust in citizens to know their responsibilitics and to
do what needs to be done. Taxpayers follow the steps the tax system suggests

on thei own—voluntarily. Failure to do so, however, can result in penalties.

Bicit, it possible, or explain the concept of A sk, T How do (Mmost taxpayers oayv hear
“pay-as-you-g0° of "tax withholding.” imcome taxes?"
Most peonle's income comes from salary or wages earned in a job. In the
“pay-as-you-go” method of tax payment. a taxpayer must pay the tax as
income is earned or received during the year. An employer withholds tax
based on wages paid and information the employee provides on Form W-4.

This system is called “tax withholding.”

Blicit or exploin the advantage for taxpayers A s, “VVhat s the advantage ot withihold-
of net being W with e scden bl ing for taxpayers? For the Giovernment?”’
at anca and the Goversment's need for ~ Without tax withholding many people would find it difficult to save enough
unintorrupted revenves. money to pay their income taxes all at once. Government services might be
disrupted and undependable if they were not funded on a continuous basis.

-E‘E

Py sopine the Lesson Activity 1—Filling Out a W-4 Form

Distribets copies of Student Handowt 3.2, Have the students ook Over the form.

IS Form W-4" of use an overhead pro-  They should notice that on the front there are directions and two parts. and
jectsr tn display it you haven't previews-  on the back two parts and a table.

iy distributed Student Hardout 3.1,

“Glossary of Key Terms,” do $0 now.

Mlm:
f O3 .I‘E

T, .
$ !

|

it HANL
R T
bt BARGOUT 30

ﬂhme.nhM’sMMMKnWhmumﬁwﬂﬂmﬁuuMWAnﬂ-
uns.muuumdmﬂmmm.mmmummmmmmm
iuhpndwﬁhmhum&amwbn) 3
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ERIC

Aruitoxt provided by Eic:

Oversee the studests as they fill out the
distributed copies of the W-4 forms, or
demonstrate how to fill on2 out if you are
projecting it on an overhead, using the fol-
lowing steps.

Have the studewts fill in lines 1 and 2.

Have the students look 2t kine 7.

Encourage discussion.

Ask whether any of the students has

filled out a W-4. Ask one of them who
has responded positiveiy, “What did vyou
do with it after you filled it out™"*"

The bottom part of the front side is cut off and given to the employer (or the
personnel officer, etc.).

Ask, “VWhy does arnn employver need this
form from each employee?™"

The form helps the employer figure how much withholding to take from the
employee’s paycheck.

AsSK, "What is the rest of the form for?"
The other parts are instructions and worksheets. The worksheets help you
figure out how to fill in the part of the form you give to your employer.
T2 0@ LTLCQIIT G Ve M —es t3 (g0l Dy
all employees, incliuding some whose tax
situations are very complex. it is
Aesumed that most taxpayers will not

Needa to usBe il pDart:s Or cach worksheet.,

Ask, “What could happen it vyou don’'t
write your social security number cor-
rectly, or make a mistake on vyour name
or address?"’

Errors and inaccuracies might delay or prevent a tax refund.

Ask, “If you don’'t have a social security
number, where can you get one?"”’

You apply for one at the social security office (check the lccal phone book)
where you fill out form SS-5.

Ask, “Who can explain tho phrase,
‘exempt from withholding’?"
People who are “exempt from withholding™ don’t need to have anything

taken out of their paychecks, usually because they earned very little income.

AsKk, “How do you know whether vyou are

‘exempt from withholding 7"

11
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Aruitoxt provided by Eic:

Distribute copies of Studeat Handout 3.3,
“Are You Exame? from Withholding?”

Distribute Student Kandout 3.4, “The
Dependency Tests.”

Have the studants ook at “Test 1: Relationship
or Member of Household™ on the handout.

Retum ts e 7 ea the W-4 form.

Havs the students look at line 5 of the
W-4 form.

“4ave a voilunteer read the two bulleted
entoncoes iollowing ane 7 an thae V-d
Sevyryxy o covroni oo T A e o SR TN S T A b 8% R
1raarm >y Sltadent Hanadowur LD
iHnave students Irace the seqguence on
Handout 3.3 to 1lustrate ine conattions tor

exemEstion iromm waithhhoiding.

N, © SAEIO (1T01Y L3 el LB oa dlepoenaent?’

Students are likely to respond that dependents are usually underage children

L S L P AR A Y A R R IS R S N I P IR AR L AR S
ferscCriDEed ara (IOl INAaD TG oOF 110t T!'r-v‘?
taxpayer 3 ecnilcad?’’

Students should conclude that “dependents’ encompass many different near

relatives. and even non-relatives in some circumstances.

(IUICKIY Freview (hie othoer Lasts (or deyan-

I Sl SN & AR TS AN A R ALY 2 BN S0l IS r
eI (TS ancone Cociuding student
Status): IUPPOort. You tnmay want to oause
over Test 2, gross aincome, and discussion
ot the dependency *itatus of students.

A student dependent is a child whose income can be more than the exemp-
tion amount ($2,450 in tax year 1994) during the tax year. The child may be
claimed as a dependent if he or she is under 19 at the end of the tax year or
under 24 and a full-time student for some part of each of five months during
the tax year.

Ask. "Suppose your parents plan to
clairm you as a depondent. Can you claim
AR oaxoemotion from withholdinag™"

No. not Laless your total income from interest and dividends. etc.. plus
wages is likely to be less than the minimum standard deduction for depen-
dents. $600 for 1994.

State that if all the conditionss are met,
the ecmployee can onter CTEXEMPTT ot
S T i <sier At st the form "o

employees, however, will need to fill out

the remaining linoes.,

Tk a1 volunteer to 1 acad about Cwwathhold-
g allowanae froem Student Hanmndout
3.1, *Glossary ot Koev FTorms. '

“Claimed by an employee on Form W-4. An employer uses the number of
allowances claimed. together with income eamed and marital status to

determine how much income tax to withhold from wages.”

12




Flum through mes A thraagh § quickly.

Have the stedents look at line 3 an the
W-4 form.

Calf attention to the third box in fine 3.
“Mairied, but withhold at higher Single rate.”

Call attention ta kine 6 ("Additional amount,
T any, you went withhe'd frem sach peycheck”).

£=:—'- " Ditibute copies o Stedent Handost 35,

|
——=1  “Tssa Swndins” aud irash copies of Lisndent

12 RS FemW-4"

e

El{fc

Aruitoxt provided by Eic:

Discuss “‘withholding allowance'™ nas stu-
dents look at thhe upper part of the tront
Bt of 110 W-d Fornm, "TParsomnnd

Allawvrnarcos Workanmneot ™’

Ask stucdents to fill out the workshant ass
it applies fo their ovwn situatton. Some
may have to review the definition of

‘dopendcdont.’

Have the students enter *hoe MNMuaEmboer trom
ot 3 . i PRI VE & % SRR KRR 5. PE S BN . .o

St LT, Toetey saart OF T Fuex Ao L dormy.

Zxpimin that taxes may be thigher iOc
rinale mnerson thanm for o marrioc! aomoeple
BESTRYS IS RTINS L Y SUY L & PRV S & § ~F A PEEEPI

rabies that tell thaem Phovw smuaiy - > @ Ty roid

foxr exmplovees WO are Nnrrioe’ S Crherler.,

Ged.erd vatat 3Rt (N 1oV L Lades o [ vvrpdle

may He higner than for marrieoat e inte,

AsK. S Wiy would GNnyornie warit oo sy subo-
1ect to a1 hiagher withhholdiineg rate, or rave
extra decductions made from n oavcheok?™
Some people may have considerable income from a spouse's earnings, or
from investments, rents, interest, or other sources. If more is withheld, more
of their tax liability will be paid “as they go,” and they will not have to
come up with a large lump-sum payment or possibly pay estimated taxes.

Emphasize that tax withheld mayv not be
aciunl to the total trnx owed.

Some people may have more withheld than they owe. They will get a refund
when they file their retumns.

Other people may owe more tax than is covered by withholding from
wages. They will have to send a check with their return. Some may be sub-
ject to a penalty for underpayment of their taxes.

Travzes They studlents svork inctitsorts o the rin

small groups to fill out Form W-4 {or

Case Study A, Jay R. Jones.

13




Q

LRIC

Distribute copies of Student Handout 3.5,
“IRS Form W-7 and IRS Form 1090-INT”

Activity 2: The W-2 Form

L3NS 1O ther Stuaents hat by v,
DGV erS must Give therr »» nplovees a
copy of this form by January 31 of each
vear. Employees with more than one
cmployer shouild get one from e¢ach

employer.

Point out the Mmost iMmportant sections or

Toxes of the W-2 form:

Sox c: Name and address of the employer _
13ox e-f: Name and address of the employee
Box d: Employee's social security number

3ox e The employee's actual pay for the year from this employer
Box 2: - The amount of money withheld for federal income tax

Tl students that one copy of the W-2
farm (cntllod Copy 3) must naacoimmoany
the foederal tax return that each taxpayer
tiles. It is in taxpayers’ interest to double-
check the information contained on theilir
W-2 forms for correctness and to report
any problems to their employers right

away.

Optional: Ask, ““Can anyone explain the
term ‘unearned income’?””

Uneamned income is income other than pay from work performed, such as
interest or dividends from savings or investinents.

PAaint tutl RS Form 1099-1NT on Student
Handout 3.5 to the students. A bank or
other nNnancial insttitution Might send
such a form to ta-xpayers who have
‘unearned iNcome” to show now much
interest income has been earned by thelr
savings accounts. A copy Is also sent to
the IRS. Taxpayers must include such
unearned income in the total income

they report on their return.

14
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Second Class Period

HAave Jtudionihi, vorking naividually, use
e LANENY S FAA LY | BT TATARERT L RS B a A Ve NeAVV N o} of
aractice tilling out Formm We-4. They can
fook At the User’'s Gulide ftor directions. In
the sSoOrTtware program. tHhey should open
and read through Section AL Introduction,™
first, .airc then o on to Secuion B8 and

Section =,

If any class time remains. you may want to have the students begin working
on the first of the Case Studies (Student Handout 3.6) used in the Extending

the Lesson section.

Filing a Return and Form 1040EZ

1. Deciding Whether To Flle

Ask, “What does file a tax return mesan?°””

Fo

-To file a tax return means to mail or send to a regional IRS Service Center
the appropriate IRS form(s}—the return—on wiiich the taxpayer has entered

information about income and tax liability.

Ask, "Does everyone need to tile a tax
return?>"’

No, some people do not need to file a return, but even if they owe no taxes,
if they have federal income tax withheld from their paychecks, they should

file a return to get their refund.

Distribute copies of Studest Handowt 3.7.
“Shouid You File a Tax Retum?”

Have stdests work tivough the series of O LNAKe sursr Htiidaeitts undorooand diing
mestions and sswars tn docide whether reguirements. ask for a show of hands in
they, o someene in 2 kymthetical il response to such questions as, "How

tion, showid fie a ratum. Mmaany oF you arae ctanmed as o Jdeonenaent

on the return of your parent(s) or some-
one else?”

Students may need to review the definition of dependent by looking at
Student Handouts 3.1, “Glossary of Key Terms" and 3.4, “The Dependency

Tests.”

Students claimed as dependents by someone else should look at question 1
E on the upper half of Handout 3.7 and study the diagrum underneath it.
Q
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Aruitoxt provided by Eic:

The optional software supplement, Section
D, containg information to help studeats
decide whetker thay should file o tax
returm. You may wast te have them work
throwgh this section sow.

Distribete copies of Student Handowt 3.8,
“Which Tax Return Form Should You UseT™

“How many of you are not claimed as a
deperndent?’’

2:.+ents who are not claimed as someone’s dependent should look at ques-
tion 2 and the diagram on the lower half of Handout 3.7.

“How many of you are married?’”’
Students who are married should look at the question in the left hand box of
the appropriaie diagram.

“How many of you are not married?""
Students who are not married should look at the question in the right hand
box of the appropriate diagram.

2. beciding “Y"Which Form To Flile

Ask, "Suppose you've doec:idrd "Yat vyou
need to file a tax return. ‘Virat *orim cdo
you use?’’

Everyone who files a tax return uses some version of Form 1040. Besides
the standard 1040, there are two easier versions, 1040A and 1040EZ. These
are for people whose tax situations are relatively simple.

Have the students look again at Student
Handout 3.1, "Glossary of Key Terms."
Call their attention to the definition of
“Exempt (from Tax Liability)” and make
sure they understand the distinction
between this term and withholiding
allowance used in Lesson 3.

Exemntion, as it is used on tax returns, is a set amount for each taxpayer and
each eligible dependent that is subtracted from adjusted gross income to
reduce the amount on which tax is figured.

Ask students, “Which form arsa most high
school students likely to use?”

Unless they are married and have dependents or have considerable amounts
of unearned income, most high school students will use Form 1040EZ.

Ask, “Which form would the chief execu-
tive of a Iarge real estate corporation be
most likely to use?’”

Anyone with income from rent, buying and selling houses, or similar
sources would need to use Form 1040,

16
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Aruitoxt provided by Eic:

The optieasl softwars supplemest, Section
E, contaias complate information about
Form 104CEZ and provides practice in fill-
ingit out. Even it it is not posible for your
students te use the software. vou may
wish to ess it yourseff to prepare.

3. Fitling Out Form 1040EZ

To tead wvour stuaents throwugh Fornm
TOA0EZ itssert sars vl RCer! 1O Yk e sure
Pt e P L N M elal e L AR RS S B YAt o L ERL FE FR TS -1 IS SROIES N
RS Form 16408 na Stuaent Hanaout
.10, "Tax Tables 1994 You may want to
Adisplay the form usSiNng anNn overhead pProjec-
tor. Distribute copies of Studient Handout

3,11, "Form 1010ELDL Step-oy-Step.

_oead vour students as thev start fitting in
IEY SRR I SPR RS FIAGEENE TS BVEY e F e S N A R A R A L |
P R P R s~ VLettictions on he
PY2 PR PSR S AR P IR EACE S § | Epniy
If they try to follow both simultaneously, they may become confused. (If
you prefer that they fill out the form for someone fictitious rather than them-
selves. see the alternative activity, below.) They will need to make use of

Handout 3.10. “Tax Tables 1994." to fill out the form.

In the “Income" section of the form. students will need to decide whether
they can be claimed as a dependent by someone. Have them review Student
Handout 3.4, “The Dependency Tests.” if they are in dovbt. Students must
check “yes” on line 4 if someone can claim them as a dependent. whether or

not that person does.

If they can be claimed as a dependent. they will probably use the worksheet
on the back of 1040EZ. They will probably want to know the meaning of
$600 printed on line B. (If they use Handout 3.11, they will be able to fill
out 1040EZ without using the worksheet, but they won’t have much under-
standing about where the figures come from.)

$600 is the minimum standard deduction for a dependent. At line D. the
1994 maximum standard decuction is $3.800 for single people and $6.350
for married people filing a joint return. The worksheet is a way of showing
that all dependents may deduct at least $600 and no more than $3.800,
depending on how tauch they earned. Those who can be claimed as depen-
dents of others may not take an exemption for themselves. because that

exemption can be or is claimed by the other person.
HAave =iucOmTeE 2OMberie® ateftin ) Lrtds Tarmm

1040EZ, checking off cach step on

Handout 3.1 1 .af thovy are using it.

17
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Distribute Student Handest 3.5, Tase Suudies.”

Alternative or additional activity:

Have studoanrs (il out Form 103087 for

oserph Dav., Tasoe Study O

A

Joseph K. Day

615 Poplar Drive

Goodtown, OH 45201 987-00-4321
Check “yes” for presidential campaign coxniribution
1. 2,250

2. 0

3. 2,250

4. check “yes” 2.250

5. 0

6. 30

7. 0

8. 30

9. 0

10. 30

Signature, date, occupation (student)

Ask students to look again et Student
Handowt 3.8. “Which Tax Return Form
Shinld You UsaT

Distributa copies of Studest Handout 3.12,
TFom 1040A." and Student Handout 3.13,
“Schedule 1.”

1040A and Beyond

Ask the students to look at the situations
that make Form 1040A the better choice
for certain taxpayers than Form 1040EXZ.
Form 1040A should be used irstead of Form 1040EZ if the taxpayer has
more than one exemption, har, more than $400 of interest and/or income
from dividends, anr.uities, unemployment compensation, or certain other
sources, and is entitled to certain income adjustments and credits.

Have the students look over Forrm 1040A.

Tai! ithier atlontion to lines T through 14

in the section. “Figure your total income.”

Have the students ook at line 8a. "Taxable
Interest Income.” Point out that to fili out
somme of these tines, you hiave tao Jill out
other forms or worksheets first. If your
interest income is more than $400, for
example. you have to complete and
attach Schedule 1, Part 1.

On Form 1040A, there is space to report inconie from a variety of sources,
including line 8b, “Tax-exempt interest™; linc 10a, “Total IRA distributions”;
and line 12, “Unemployment compensation.”

18
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Aruitoxt provided by Eic:

12

(You may waat is pravide 2 copy of the
1040A instruction hoeklet for studeats to
examine. 1t can be obtained at your local
IRS sffica. certain public libraries, or by
calling 1-800-TAX-HIRM)

Distribute copies of Student Handout 3.14,
“Form 1040A Steg-by-Step.” and Student
Haadout 3.10, Tax Tables,” of itsa 8 pro-
jector to shos them to the class.

You may wish to kave studonts use
Student Handout 3.6, “Case Studies.”
Stuserts con use the mformation i Case
Study E to practice filling out Form 10404
instoad of putting in information shout
themselves.

The reference on line &a to “page 25" tells taxpayers to look on page 25 of
the instruction book for Form 1040A for help in filling nut this iine.

Line 9 may require completion of Schedule 1, Part IL. Lines 10b, 11b. and
15b refer taxpayers to pages 1n the instruction book. Tax Tables. used to
complete Form 1040EZ and necessary for filling out 1040A as well (line
23), are in the instruction book.

Poirit out that there are several other
Dices on Form 10404 where Sspectific
sernedules arce reguired for taxpavers to
LJLer e pDEC e e dadits.

Students who might need more information about dividend income, child
care expenses. or the eamed income credit should be directed to the Form

1040A instruction book and the appropriate scheduics and worksheets.

Line 24a provides for credits for child care expenses with completion of
Schedule 2. Line 24b asks for Schedule 3 to compute the credit for elderly
or disabled people. Lin.e 28c asks for yet ant ther schedule. Accurate com-

pletion of any of these will lower the taxes owed.

jave the studonts usce Handowu 3.143 to
il out Form 1040A, cither individualily, or
1y ctnss. Iin the latter cas.: vyou "May
want to demonstrate how to complete
the form accurately by fitling out the
form you have projected. or by tatlking
through the steps aioud.
Students should check each item on Handout 3.14 as they complete each
step of the process of filling out Form 1040A.

18
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Concluding the Lesson

Distribute coples of Student Handout
3.15, “The Tax Maze.” Have students use
1My remaining class time to work the
Suzzie. or encourage them to take it

nome and try it.

Maze question answers:
1. Nno

2. 8ix

3. 1040EZ

4. \W-2

5. 1099-IN7T

6. 1040A

7. Scheduie 1

Distribute copies of Student Handout
B3.16, TLessorn Surmmary. Maxke sure that
any students who were absent from the
lesson receive all the handouts as well

s this suMmmary.

Extending the Lesson

Distribute copies of Student Handowt 3.6,
“Case Studbes,” if students don't already
Nave them, and twe sdditionsl copies sach
of WS Form W-4" and WS Form 1040E2°
and “Tax Tolles.”

Q
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Aruitoxt provided by Eic:

(homework assignment)

tHave the students comptete Form w-aq
for Case Studies A (if they haven't
already done it) and B, and Forms
1040EZ for the Case Studies C (if not vet
done) and D. If students are interested
and able, give them copies of Form

1040A and Schedule 1 as well.
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Form W-4 (1995)

Want More Money In Your Paycheck?

If you expect to be able to take the earned
ncome credit for 1995, you can have part of it
added to your take-home pay. For details. get
Form W-5 from your employer.

Purpose. Complete Form W-4 so that your
employer can withhold the correct amount-of
Federal income tax from your pay.
Exemption From Withholding. Read line 7 of
the certificate below to see If you can claim
exempt status. /f exempt, complete line 7; but
do not complete lines 5 and £. No Federal
income tax will be withheid from your pay.
Your exemption 1s good for 1 year only. It
expires February 15, 1996.

Note: You cannot claim exemption from
withholding if (1) your income exceeds $600
and includes unearned income (e.g., interest
and dividends), and (2) another person can

claim you as a dependent on their tax retum.
Basic Instructions. Employees who are not
exempt should complete the Personal
Allowances Worksheet. Additional worksheets
are provided on page 2 for employees to
adjust their withholding allowances based on
temized deductions. adjustments to income,
or two-earner/two-job situations. Complete all
worksheets that apply to your situation. The

- worksheets will help you tigure the number of

withholding allowances you are entitied to
claim. However, you may claim fewer
allowances than this.

Head of Household. Generally, you may claim
head of household filing status on your tax
retum only if you are unmamed and pay more
than 50% of the costs of keeping up a home
for yourself and your depenoent(s) or other
qualfying individuals.

Nonwage Income. If you have a large amount
of nonwage income, such as interest or
dividends. you should consider making
estimated tax payments using Form 1040-ES.

Otherwise you may find that you owe
additional tax at the end of the year.

Two Eamers/Two Jobs. If you have a working
spouse or more than one job. figure the total
number of allowances you are entitled to claim
on all jobs using worksheets from only one
Form W-4. This tatal should be divided among
all jobs. Your withholding will usually be most
accurate when a.l allowances ars claimed on
the W-4 filed fo' the highest paying job and
zero allowances are claimed for the others.
Check Your Withholding. After your W-4
takes effect. you can use Pub. 919, s My
Withholding Correct for 19957, to see how the
dollar amount you are having withheld
compares to your estimated total annual tax.
We recommend you get Pub. 919 «specially if
you used the Two Earner/Two Job Worksheet
and your eamings exceed $150,000 (Single) or
$200.000 (Marned). Call 1-800-829-3676 to
order Pub. 919. Check your telephone
directory for the IRS assistance number for
further help

Personal Aliowances Worksheet

A Enter “1" for yourself if no one else can claim you as a dependent
® You are single and have ‘only one job: or

B Enter *1" if:

® You are married, have only one job, and your spouse does not work; or . . B

® Your wages from a second job or your spouse’s wages {or the total of both) are $1.000 or less.

C Enter “17 for your spouse. But, you may choose to enter -0- if you are married and have either a working spouse or
more than one job ({this may help you avoid having too httle tax withheld)

o Mmoo

Enter number of dependents (other than your spouse or yourseif) whom you will claim on your tax return

Enter “1" if you will file as head of household on your tax return (see conditions under Head of Household above)
Enter “1" if you have at least $1.500 of child or dependent care expenses for-which you plan to claim a credit

Add lines A through F and enter total here Note: This amount may be different frofo-the: number of exemptions yJu claim on your return P

@TMmoo

¢ If you plan to itemize or claim adjustments ta lncame and want to reduce your withholding, see the Deductions

~

For accuracy, | and Adjustments Worksheet on page 2. . .\

do al! ® If you are single and have more than one job and your combined earnings from all jobs exceed $XX,XXX OR if
worksheets you are married and have a working spouge or more than one job, and the combined earnings frv. ! jobs exceed
that apply. $XX. XXX, see the Two-Earner/Two-Job Worksheet on page 2 if you want to avoid having too little tax withheld.

o |f neither of the above situations applies. stop here and enter the number from line G on line 5 of Form W-4 below.

Form W'4

Department of the Treasury
Internal Reverue Service

Cut here and give the certificate to your empioyer. Keep the top portion for your records. --c-c-ccmeccceccecanea..

Employee's Withholding Allowance Certificate

» Far Privacy Act and Paperwork Reduction Act Notice, sce reverse.

OMB'NO. 1545-001C

1995

1 Type or print your first name and middle  al
Yy

Last name
RERS

2 Your social secunty number

,:,;;.'3'3*/52/23‘/

Home address (number and street or rural route)

IR0 LFIRST STPEET

3 T4 singie [ Mamed [ Married. but withbold at higher Singe rate.
Note: If mamed, but legally separated, or spouse 1§ § nonvesiclent alien, check the Single bor,

City or town. state, and ZIP code

METROPOLIS, 10 8B3603

4 1t your last name differs from that on your social secunty card, check
here and call 1-800-772-1213 for more information. . . . » [

5 Total number of allowances you are claiming {from line G above or from the worksheets on page 2 if they apply) . 5
Additional amount, if any, you want withheld from each paycheck

-2

/
i6({8 O

7 | claim exemption from withholding for 1995 and | certify that | meet BOTH of the followmg condmons for exemptlon /
o Last year | had a right to a refund of ALL Federal income tax withheld because | had NO tax liability; AND
® This year | expect a refund of ALL Federal income tax withheld because | expec! to have NO tax habilty.

If you meet both conditions, enter “EXEMPT " here .

|1 snEHRP)

Under penalties of perjury, | certify that | am entitied to the number of withholding allowances claimed on this cemﬁcate or entitied to clam exempt status.

Employee's signature » gﬂ.g

_0 oHeLas

pate  fanyar. 3 199§

8  Employer's name and !'aédresS/(Employer‘ Complete 8 and 10 only If sending to the IRS)

9 Office code
{optonal)

10 ~ -Employer dentification number

Cat No 10220Q

~—




Q

ERIC

Aruitoxt provided by Eic:

CASE STUDY B . C

Form W-4 (1995)

Want More Money In Your Paycheck?

If you expect to be able to take the eamed
income credit for 1995, you can have part of it
added to your take-home pay. For details, get
Form W-5 from your employer.

Purpose, Complete Form W-4 so that your
employer can withhold the correct amount of
Federal income tax from your pay.

- Exemption From Withholding. Read line 7 of

the certificate below to see if you can claim
exempt status. If exempt, complete line 7; but
do not complete lines 5 and 6. No Federal
income tax will be withheld from your pay.
Your exemption is good for 1 year only. It
expires February 15, 1996.

Note: You cannot claim exemption from
withholding if (1) your income exceeds $600
and includes uneamed income (e.g., interest
and dividends), and (2) another person can

claim you as a dependent on their tax return.

Baslc instructions. Employees who are not
exempt should complete the Personal
Allowances Worksheet. Additional worksheets
are provided on page 2 for employees to
adjust their withholding allowances based on
temized deductions, adjustments to income,
or two-eamer/two-job situations. Complete all
worksheets that apply to your situation. The
worksheets will help you figure the number of
withholdin allowances you are entitled to
claim. However, you may claim fewer
allowances than this.

Head of Household. Generally, you may claim
head of household filing status on your tax
retum only if you are unmarried and pay more
than 50% of the costs of keeping up a home
for yourself and your dependent(s) or other
qualifying individuals.

Nonwage Income. If you have a large amount
of nonwage income, such as interest or
dividends. you should consider making
estimated tax payments using Form 1040-ES.

Otherwise, you may find that you owe
additional tax at the <nd of the year.

Two Earners/Two Jobs. if you have a working
spouse or more than one job, figure the total
number of allowances you are entitled to claim
on all jobs using worksheets from only one
Form W-4. This total should be divided among
all jobs. Your withholding will usually be most
accurate when all allowances are claimed on
the W-4 filed for the highest paying job and
zero allowances are claimed for the others.
Check Your Withhclding. After your W-4
takes effect, you can uss Pub. 919, s My
Withholding Correct for 1895?, to see how the
dollar amount you are having withheld
compares to your estimated total annual tax.
We recommend you get Pub. 919 especially if
you used the Two Eamer/Two Job Worksheet
and your eamings exceed $150,000 (Single) or
$200,000 (Married). Cail 1-800-829-3676 o
order Pub. 919. Check your telephone
directory for the IRS assistance number for
further help.

Personal Allowances Worksheet

A Enter “1" for yourself if no one else can claim ycu as a dependent
® You are single and have only one job; or

B Enter “1° if:

® You are married, have only one job, and your spouse does not work; or

® Your wages from a second job or your spouse’s wages (or the total of both} are $1.000 or less.

C Enter “1" for your spouse. But, you may choose to enter -0- if you are married and have either a working spouse or
more than one job (this may help you avoid having too little tax withheld)

O MmMmo

For accuracy,

do all
worksheets you are married and have a worki
that apply. XXX, see the Two-Earnes/Twe

Enter number of dependents (other than your spouse or yourself) whom you will claim on your tax retum
Enter “1" if you will file as head of household on your tax retum (see conditions under Head of Household above)
Enter “1" if you have at least $1,500 of child or dependent care expenses f
Add lines A through F and enter totat here. Note: This amount may be ditferent from th

e If you plan to itemize or claim adjustments to jigqme
and Adjustments Worksheet on page 2 6

o If you are single and have more than n@ w
j cp use
o

R R [

B

e e c

o

| -J

which you plan to claim a credit F
r of exemptions you claim on your retum ®» @

want to reduce your withholding, see the Deductions

‘our combined earnings from all jobs exceed $XX XX OR if
ore than one job, and the combined eamings from al! jobs exceed
rksheet on page 2 if you want to avoid having too little tax withheld.

o i neither of the above situations’appties, stop here and enter the number from line G on line § of Form W-4 below.

------------------------- Cut here and give the com}c%to to yc ur employer. Keep the top portion for your records. =----------=cccocseeneenee

Form W"4

Oepartment of the Treasury
Internal Revenus Service

Employee's Withha!ding Allowance Certificate

» For Privacy Act and Paperwork Reduction Act Notice, see reverse.

OMB No. 1545-0010

1995

1 Type or pnnt your first name and middle initial

JANE (/.

Last name

JOWMS oA

2 Your social security number

Q49 i00i5€78

Home address (number and street or rural route)

24 S7TRAIGHT STRET™

C ..

3 Db singe [ manies [ Mamed, but withhold at higher Singls rate.
Note: if mamed, but legally separated. o spouse is a nonresident alien. check the Singh: box_

City or town, state, and ZIP code

B/eTowN, ME

04748

4 If your last name differs from that on your social security card, check
here and call 1-800-772-1213 for more information- -+ . % [

§ Total number of allowances you are claiming (from line G above or from the worksheets on page 2 if they apply) . 5
Additional amount, if any, you want withheld from each paycheck .

=]

o

s|$

.

7 | claim exemption from withholding for 1995 and | certify that | meet BOTH of the foIIowmg condmons for exempnon
e Last year | had a right to a refund of ALL Federal income tax withheld because | had NO tax liability; AND
® This year | expect a refund of ALL Federal income tax withheld because | expect to have NO tax liability.

If you meet both conditions, enter “EXEMPT" here .

.

N/

Under penalties of perjury, | certify that | am entitled to the number of withholding allowances clalmed on this ceriificate or entitled to claim exempt status.

Emp'oyee s signature » Q«W

(L 8timassn

pate » Jauuaey 3

1995~

Employer's name and address (Employ«” Comp&l’e 8 and 10 only If sending to the IRS)

9 Office code

10 Ermnployer kentification number
{optonal

Cat. No. 10220Q

Ny

2

BEST COPY AVAILABLE
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Department of the Treasury—Internal Revenue Service

Form Income Tax Return for Single and
1040EZ Joint Fllers With No Dependents 1994
L | Prnt your name (first, mitial, fast) w ) ?MB No 1546-0675

Use the é f\SUSA"/ ,q' Black Your social security number
le label L If a joint retumn, pnnt spouse’s nama (first, inutial, last)
(See page 11.) | H 8 7 0]0 EEE
Otherwise, E Home address (number and straet). ff you have a P.O. box. see page 12.] Apt. no. .
plesseprint.  \g | 0O/ JarwBoir STREET A Spouse’s social security number

City, town ox post office, state and ZiP code. If you have a foregn address, see page 12.

Ropin, ML Y8200 E_jE:] l...

See instructions on back and in Form 1040EZ booklet.

: - - - Yes No
Presxfientlal Note: Checking “Yes™ will not change your tax or reduce vour refund. D
Election Do you want $3 to go to this fund? »
Campaign
(See page 12.)  If a joint return, does your spouse want $3 to go to this fund? » I l D -
Dollars Cents -
Income 1 Total wages, salaries, and tips. This pa— .
Attach should be shown in box 1 of your
Co:; B of W-2 form(s). Attach your W-2 form(s). 1 E]9 y Elo l 4 .
Form(s) .
W-2 here. 2 Taxable interest income of $400 or less. If the total is . 7y m
Ifyou are over $400, you cannot use Form 1040EZ. 2 . I Rl bl
including a - — T T
payment, 3 Add lines 1 and 2. This is your adjusted gross income. pu——
dé not attach it If less than $9,000, see page 15 to find out if you can qQ nYy 7 m
{0 your return. claim the earned income credit on line 7. 3 : y R -
4 Can your parents (or someone else) claim you on thejr return?
Note: You ) ;
must check Yes. Do worksheet. m No. Ifsingle, en
Yes or No. on back: enter Ifm extey .00. b 2 5
amount from For y
line G here. syeeg back of form. 4 _ _
5 Subtraet line 4 from lin If e\t} #§ larger than m ‘
line 3, enter 0. Thig sy ble income. » 5 y . b
VNV
Payments g Enter your FederalNnfome tax withheld from box 2 of
and tax your W-2 form(s). y -
7 Earned income credit (see page 15). Enter type
and amount of nontaxable earned income below. m m
['1'}?"‘5 ] I $ _ ] 7 -
8 Add lines € and 7. These E m
are your total payments. 8 y -
9 Tax. Use the amount on line 5 to find your tax in the -
tax table on pages 28-32 of the booklet. Then, enter the E m
tax from the table on this line. y .

or 10 If line 8 is larger than line 9, subtract line 9 from line 8.

This is your refund. 10
amount — - - - )
you 11 If line 9 is larger than line 8, subtract line 8 from line 9.

This is the amount you owe. See page 20 for details on

owe how to pay and what to write on your payment. 11

AR =
HEIEE
=

=

. [
Refund D
0

, L]
1 have read this return, Under penaities of perjury, I declare that to the Only — Please

Slgn best of my knowledge and belief, the return is true, correct, and accurately Zgrnlgts wlﬁ: Innb‘:)xes below.

yo;" lists all amounts and sources of income 1 received during the tax year.

return Your signature Spouse’s signature if joint return

Keep a copy

v dudan O Hin{n|n

for your Date ur occupation Date Spouse’s occupation

records. =1 7-95 | KECEPTIONIST D D D D
: For Privacy Act and Paperwork Reduction Act Notice, see page 5. Cat. No. 11328W Form LO0Y40EZ (1994)

LS

ERIC
29
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FROM W-4 TO 1040A Student Handout
Revised 11-94

GLOSSARY OF KEY TERMS

Adjusted Gross Income
Total income reduced by certain adjustments such as the IRA deduction and
the deduction for alimony paid.

Credits

A direct reduction of the tax owed. Credits are allowed for purposes such as
child care and the carned income credit for low-income taxpayers.
Dependent

A person who relics on someone else for support. A dependent generally
may not be the taxpayer or his or her spouse. A taxpayer may cl* " an
exemption for a dependent if the dependency tests are met.

Dividends

Ordinary dividends are a corporation’s distributions to its shareholders from
its earnings and profits.

Earned Income

Includes wages. salaries. tips. and net carnings from seH-employment and
other income received for personal services.

Earned Income Credit
A refundable credit for low-income workers. This credit may be paid to the
worker even if no income tax was withheld from the worker’s pay. To

receive the earned income credit, a qualified taxpayer must file a tax return.

Exempt from Withholding
Free from federal income tax withholding requirements by meeting

certain income, tax liability. and dependency criteria.

Exempt (from Tax Liability)

Tax law provides for a set amount which taxpayers can claim for them-
selves, their spouscs. and cligible dependents. The total of these amounts is
subtracted from adjusted gross income before any tax is computed on the
remaining income.

Gross Income
Money. goods. and property you received that must be included in taxable
income.

Interest Income

Income received from savings accounts or from lending money to someone else.

Standard Deduction
An amount fixed by law and based on tiling status and age, whicl taxpayers

may deducet from their adjusted gross income hefore tax is determined.

Tax Withholding

Money that an employer tahes from an employee’s paycheck and that is
used to pay part or all of the employee’s taxes.

Taxable Income

The income on which tax is computed.

Withholding Allowance
Claimed by an employee on Form W4 An employer uses the number of

allowances claimed. together with income carned and marital staws to

determine how much income tas to withhold from wages.
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FROM W-4 TO 1040A Student Handout
Revised 11-94

ARE YOU EXEMPT FROM
WITHHOLDING ?

Can you be claimed as a
dependent by someone
else?

Do you have any unearned
income (such as dividends
or interest?)

Is your total income, wkich
includes unearned income,
MORE than $600 for 19947

¢

Did you pay any
federal income tax

Yous CANNOT
last year? (Or was
any amount that
was withheld NOT
refun<led to you?)

_T
Do you expect to
owe ANY faederal

cloanmnm exacmmpytion

—

from withhwoldugg. -

income tax this You CAN clannmm
yvear? (Will your exertmiprtiony frorn
refund be LESS withitioldding

than the total fed-
eral tax withheld?)
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1 ISSON 3 FROM W-4 TO 1040A Student Handout 3

Test 1 : Relationship or Member
of Household

Test 2:  Gross licome Test

Test 3: SupportTest

Teat 4: Ueshp o fesident Test

Tesast 5: JointRetum Test

Q

ERIC

Aruitoxt provided by Eic:

.3
Revised 11-94

THE DEPENDENCY TESTS
There are five tests to determine whether someone is your dependent: mem-
ber of household or relationship, joint return. citizenship. gross income. and
support tests.

Each dependent must meet all five of the following tests:

Your dependent must be either your relative or someone who lived in your
home as a member of your household all year; the relationship must not vio-

late local law.

The following are considered your relatives:

& Your child. Your child includes your son. daughter. stepchild. adopt-
ed child: a child who lived in your home as a family member. if
placed with you by an authorized placement agency for legal adop-
tion: or a foster child (any child who lived in your home as a fanily
member for the whole vear).

& Your grandchild. great-grandchild. ete.

& Your son-in-law. daughter-in-law.

@ Your parent. grandparent. stepparent. parent-in-law.

& Your brother. sister. stepbrother. stepsister. brother-in-law . sister-in-
law. half-brother. half-sister.

& [frelated by blood. your aunt. uncle. nephew. ni.ce.

@ Any person, related or not. who was a member of your household for

the entire year. except for anyone who was your spouse at any time
during the vear.

If your child is under 19 at the end of the tax year. or under 24 und a full-
time student. he or she does not have to meet this test.
Your child age 19 tand under 241 who is not a full-time student. or who was

age 24 or over. can mect this test only if his or her gross income was less
than $2.450 for 1994.

Other relatives or household members must have gross incomes of less than
$2.450 for 1994,

An individual may meet the support test ift you contribute more than 50¢¢ of
his or her total support during the calendar year.

If you contributed more than 10% of someone™s support. and together with
others contributed more than half. you or one of the others who contributed
more than 10% may meet the support test. You and the other contributors
have to decide who will claim the person as a dependent provided the other
four tests are met.

If you, either alone or together with others. contributed S0%%. ot less. of
someone’s support. you cannot claim that person as a dependent.

The dependent must be cither a US. citizen, or a resident alien. or a resident
of Canada or Mexico. or your adopted child who is nota U.S. citizen, but
who lived with you all year in a foreign country.

Y our marricd dependent cannot file a joint return with his orher spe e

Note: However. if neither the dependent nor the dependent’s spouse 1s
required to file. but they file a joint return only to geta refund of all tax
withheld. you may claim him or her1f the other four tests are met

33




FRONM W-4 TO 1040A Student Handout

Revised 11-924

FORM W-2

a Control number
OMB No. 1545-0008
b Employer's dentification number 1 Wages, tips, other compensation § 2 Federal income tax withheld
¢ Employer's name. address and ZIP code 3 Sccial security wages 4 Social secunty tax withheld
5 Medicare wages and tips 6 Medicare tax withheld
, 7 Socia! security tips 8 Ailocated tips
d Empioyee’s social secunty number 9 Advance EIE payment 10 Dependent care benefits
e Employee’'s name. address. and ZIP code 11 Nonqualified plans 12 Benefits included in box 1
13  See Instrs. for bex 13 14 Other
15 Statutory  Deceased Pension  Legal 942 Subtotal  Deferred
employe2 lan 2p emp compensalion
a | g W]
16 Snwe Employer's state | D No 17 State wages tps etc 18 Sta: ncome tax | 18 Locality name | 20 Local wages tips eic | 21 Local income tax
Department of the Treasury—Inlernal Revenue Service
g w- Wage and Tax 1 995 This information 1s being furnished to the Intemal Revenue Service
s Statement
Copy B To Be Filed With ;mployee's FEDERAL Tax Return

40

Aruitoxt provided by Eic:




I DY E LVEREE ' IROM W-4 T( 1040A

Student Handout
Revised 11-94

FORM 1099-INT
(HANDOUT 3.5 CONTINUED)

(] CORRECTED (if checked)

PAYER'S name street address Cily state and Z1P code Payer 5 RTN (optangh OMB No 1545-0112

ﬂ@94 Interest Income

PAYER S Federal dentif:cation rumber | RECIPIENT'S 1dent f.cation number | 1 interest .~ceme not mncluded in box 3 Copy B

$ For Recipient

RECIPIENT'S name 2 Early wihgrawa penalty 3 Interest on US Savings This 1s important tax

Bonds and Treas obligatiens information and Is

being furnished 1o the

$ $ Intemal Revenue

! 4 Federal income tax withheld 77 Sawvice I you are

Street address {inciuding apt no ) ral income tax wi / required 10 fle a retum,

$ R a negligence penaity or

Ctty. state. and ZIP 5 Fore gn tax pad 6 Foreign country or U $ other sanction may be

ty. state. an code 5 g tax p possgssmn Y imposed on you it this

income Is taxable and

the IRS determines that

. [

Acco.nt number (optional) it has not been .

$ reported.

Form 1099-INT {Keep for your records.) Department of the Treasury Intemal Revenue Service

11
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FROM W-4 TO 1040A

Student Handor:t
Revised 11-94

CASE STUDIES

Case Study A

Jay R. Jones of 100 First Strect, Metropolis. Idaho,
83603, is single and works a few hours each month at
his uncle’s shop. He is a full-time student. Jay had no
income tax liability last year, but he expects to earn
between $300 and $400 in wages this year. He has no
other income, and his parents clain him as a depen-
dent on their tax return. His social security number is
999-00-1234. Fill out a correct Form W-4 for ay.

Case Study B

Jane J. Johnson of 24 Straight Street in Bigtown,
Maine, 04748, is single and expects to earn about
$12.000 this year as a laborer. She earned a little less
last year, but did pay income tax. No one claims Jane
as a dependent, and she has no dependents Her social
security number is 999-00-5678. Fill out a correct
Forta W-4 for Jane. She has only one employer.

Case Study C

Using this Form W-2 information, complete Form
1040EZ for Joe Day. He is single and is claimed as a
dependent on his parents” return. He wants to con-
tribute $3 to the Presidential Election Campaign Fund.

W-2 information:

Joseph K. Day

615 Poplar Drive, Goodtown, OH 45201
SS#987-00-4321

Super Service Station

702 Main Street, Goodtown, OH 45201

Employer ID #: 10-000-1233
Fed. income tax withheld: $30
Wages: $2.250
SS wages: $2.250
Medicare wages and tips: $2.250
SS tax withheld: $139.50
Medicare tax withheld: $32.63

Case Study D

Using this W-2 and 1099-INT inforination. fill out a
correct Form 1040EZ for Susan A. Black. She is sin-
gle and cannot be claimed as a dependent on another
person’s return. She wants $3 to go to the
Presidential Eiection Campaign Fund.

W-2 information:

Susan A. Black

607 Turnbolt Street. Robin, MI 48200
SS# 987-00-2080)

ABC Stores

2001 Bent Road, Robin, M1 48200
Employer's 11 #:

1099-INT information;

Town Bank. 5 State Strect, Robin, M1 48200

10-000-1234

SS tax withheld: $599.06

Medicare tax withheld: $140.24
SS wages: $9.672
Medicare wages and tips: $9.672

Case Study E

Use the following information to complete Form
1040A for Eric H. Richards. Eric is 16 years old.
single. and has good cyesight. He worked as a clerk
and earned a total of $3.200 as reported on the Form
W-2. He can be claimed as a dependent on his parents’
return. He wants to contribute $3 to the Presidential
Election Campaign Fund. Here is his full name and
address, his social security number, the amount with-
held from his pay by his employer. and the amount
of interest he received on his savings account at
Bryan National Bank.

Eric H. Richards

514 Tenth Street, Bryan, KY 54612
SS # 059-00-3212

Amount of federal tax withheld

and reported on Form W-2: SI4S
Interest income reported on Form
1099-INT: $900

Case Study F

Use this Form W-2 and Form 1099-INT information
to complete Form 1040A for Lisa M. Sample. who is
single, is claimed by her parents as a dependent on
their return, and does not want to contribute to the
Presidential Election Campaign Fund.

W-2 information:

Lisu M. Sample

215 Rogers Street, Garden, LA 64312
SS#

Garden Center

500 Rose Lane, Garden, LA 64312
Employer's ID #:

Garden National Bank

101 Main St..

Garden, LA 64312

Payer's 1D #:

821-06-1234

10-5551212

10- 1234567

Federal income taxes withheld: 512
Wages: $1.950
SS tax withheld: $120.90
Medicare tax withheld: $28.28
Interest income: S817
SS wages: $1.950
Medicare wages and tips: S1.950

Interest income: $45
Payer's [D#: 10-1112222
Fed. income tax withheld: $745
Wages: 9,672 4 ‘3

Q
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FROM W-4 TO 1040A Student Handout

Revised 11-94

SHOULD YOU FILE A TAX RETURN?®?

Not everyone needs to file a tax return, Use the diagrams below to decide whether you need to file or not. Remember, however, that it is necessary to
file a return to get a refund of any tax withheld from any pay vou earne’ even if your total income does not require tiling a return.

T . Assuming that you are under age 65 and not biind. can you be claimed as a dependent on someone clse’s return? 1 the answer is “yes.” then...

Are you married™? —>

Did you have a gross
income of over $3,175

Did you have an earned
income of over $3,800

or

a gross income of more
than $600 that included
unearned income.

You need or

not file aa taax
a total income of over $600

that included $1 or more of
unearned income?

rectursy

or

your gross income was at

least $5 and your spouse

files a separate return and
itemizes deductions?

or

You must
did you have net earnings

from self-employment of
$400 or more~?

file a tax
rcturn

or

did you have net earnings
from seif-empitoyment of
$400 or more?

2. Assuming that you are under 65 and not blind. can you be claimed as a dependent on someone else’s return? I the answer is “no.” then. ..

\i

Was your gross Income

VWas your gross income at
$6,250 or more,

least $2,450 If you are flling
separate returns or lilve Y Oour tveodd or

apart, Dot Skt oy tivx
were you head of house-

hold with a gross Income of
$8,050 or more?

(S ANENE]
or

at le: st $1 1,250 If you are

filing a joint return? or

or did you have net earnings
from self-employment of

did you have net earnings
$400 or more?

from self-employment of
$400 or more7

p——l

Q

E MC ncome amounts listed are for 1994, They may change cach year and should be checked. 4 3




FIROM W-4 TO 1040A

Student Handout
Revised 1.1 94

WHICH TAX RETURN FORM SHOULD YOU USE~™?

FILING STATUS

NUMBER OF EXEMPTIONS

TAXABLE INCOME

SOURCES OF INCOME
LMITED 10

ADJUSTMENTS. BEDUC-
TIONS. OTHER TAXES
.AND CREDITS

1040EZ

1040A

single or married filing
jointly under age 65 and
not bfind

single, or maried filing
joint or separate retums,
head of househald, quali-
fying widow or widower

single—claim only one
exemption. for yourself;

married—laiming two

e:emptions {yourseif and
spouse) no dependents

all eligible exemptions

wages, salaries, tips,
taxable scholarship and
fellowship grants, and not
more than $400 of tax-
able interest income

wages, salaries, tips,
taxable sholarship and
fellowship grants,
interest, dividends, pen-
sions, annuities, [RAS,
unemployment compen-
sation, taxahle social
secunty and raiload
retirement benefits

no income adjustment,
itemized deductions, or
other taxes; eamed
income credit allowed

certain IRA contributions.
advance eamed income
credit payments, child
and dependent care credit,
eamed income credit,
credit for elderly or
disabled, no itemized
deductions

14
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FORM 1040-EZ
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FRONM W-4 TO 1040A

Student Handout
Revised 11-94

SECTION 7. TAX TABLES

Page 28
——
Example. Mr. Brown 1s Single. His texable At Butl Single | Marned
Section 5—1994 Tax Table |incomeoniine 5 of Form 1040E2 is $23.250 ~ |least less fling
First, he finds the $23,250-23.300 income hne. an fornily
For persons with taxable income Next, he finds the 'Ths|ngle‘ column and reads Your tax is—
down the column. The amount shown where 23,200 23,250 3.630 3.484
of less than $50,000 the income line and finng status column meet 9| 23,250 23,300 | (G530 3.49
15 $3,644. This 15 the tax amount he must enter | 23,300 23,350 3.658  3.499
on line 9 of Form 1040E2. 23,350 23400 | 3672 3,506
it Form 1040EZ, I Form 1040EZ, i Form 1040EZ, if Form 1040E2,
tine 5, is— And you are— lina 5, is— And you are— fine 5, is— And you are— line 5, fs— And you are—
Al But Single | Marned | At But Singte | Married | At But Single | Married | At But Single | Married
least less fiing least less fiing least less fily least less filng
than ointly than jomntly than jointly than pointly
Your tax is— Your tax ls— Your tax is— Your tax is—
sg fg $0 $0 :ggg 1,526 2§7 527 3,000 6,000
2 2 . 1,550 231 31
1,550 1,575 234 234 3,000 3,050 454 454 6,000 €050 904 904
15 25 3 3 1575 1.600 238 238 3,050 3,100 461 461 6,050 6,100 911 911
25 50 6 6 3,100 3,150 469 469 6,100 6,150 919 919
32 “7,3 13 13 1,600 1,625 242 242 3,150 3,200 476 476 6,150 6,200 926 926
:2::’,?, 1678 240 sis | 2% 3% 484 484 | 6,200 6,250 934 934
100 125 17 17 188 100 Er o 56 3250 3,300 491 491 6,250 6,300 941 941
125 150 2‘1 21 , ' 3300 3,350 499 499 6,300 6,350 949 949
: .;wg ;z’g 38 gs 1700 1,725 257 257 3,350 3,400 506 506 6350 6,400 956 956
1,725 1,750 261 261 3,400 3,450 514 514 6,400 6,450 964 964
200 225 32 32 1,750 1,775 264 264 3,450 3,500 521 521 6,450 6,500 971 971
225 250 36 36 1,775 1,800 268 268 3,500 3,550 529 529 6,500 6,550 979 979
250 275 39 39 3,550 3,800 536 536 6,550 6,800 986 986
275 300 43 43 180 1 212 2121 3600 3,650 544 544 | 6,600 6,650 994 994
0 325 47 47 1850 1875 579 19 3,650 3,700 551 551 6,650 6,700 | 1001 1,001
325 350 51 51 1898 1500 i o3 3,700 3,750 559 559 6700 6,750 | 1.003 1009
350 375 54 54 ! ' 28 8 3,750 3,800 566 566 | 6,750 6,800 | 1.016 1016
375 400 58 58 1,900 1,925 287 287 3,800 3,850 574 574 | 6800 6850 | 1.024 1.024
400 425 62 62 1,925 1,950 291 291 3,850 3,900 581 581 6850 6500 | 1.031 1031
425 450 66 66 1,950 1,975 294 234 3,900 3,950 589 589 6,900 6,950 | 1.039 1.039
450 475 59 89 1,975 2,000 298 298 3,950 4,000 596 596 6,950 7,000 | 1.046 1046
475 500 73 73
500 525 ” ’r 2,000 4,000 7,000
526 550 81 81 2,000 2,025 302 302 4,000 4,050 604 604 7,000 7,050 | 1.054 1054
550 575 84 84 2,025 2,050 306 306 4,050 4,100 611 611 7,050 7,100 | 1.061  1.061
575 600 88 88 2,050 2,075 309 309 4,100 4,150 619 619 7,100 7,450 | 1069  1.069
600 625 92 92 2,075 2,100 313 313 4,156 4,200 626 626 71450 7,200 | 1.076 1,076
625 650 96 96 2100 2,12% 317 317 4,200 4,250 634 634 7,200 7,250 1.084 1.084
650 675 5] Q99 2.125 2'150 321 321 4,250 4,300 641 641 7.250 7,300 1,091 1.091
675 700 103 103 2'150 2'1 75 324 324 4,300 4,350 649 649 7,300 7,350 1.099 1.099
700 125 107 107 2175 2,200 328 328 4,350 4,400 656 656 7,350 7,400 | 1.106 1,106
4400 4,450 664 664 7,400 7,450 1114 1114
e Tl N M| 2200 2225 | 932 32 | 4450 4500 | 671 671 | 7450 7500 | a2t 120
775 800 118 118 | 2235 2250 336 336 | 4500 4,550 679 679 | 7,500 7,550 | 1.128 1129
2232 §§Z,;’; gig gig 4,550 4,600 685 686 7550 7,600 | 1.136  1.136
a6 I S ' ' 4600 4650 | - 694 694 | 7800 7,650 | 1144 1144
850 875 129 129 2,300 2,325 347 347 4650 4,700 701 701 7,650 7,700 1.151 1,151
875 900 13 133 2,325 2,350 351 351 4,700 4,750 709 709 7,700 7,750 | 1.159 1,159
2,350 2,375 354 354 4,750 4,800 716 716 7,750 7,800 | 1.166  1.166
900 925 | 137 137 | 2375 2400 | 358 358 | 4800 4850 | 724 724 | 7800 7,850 | 1.174 1174
925 950 141 141 2,400 2,425 362 362 4850 4,900 731 731 7,850 7,900 1.18% 1.181
950 975 144 144 2425 2450 366 366 4,900 4,950 739 739 7,900 7,950 | 1.189 1,189
975 1,000 148 148 2:4w 2:475 369 369 4,950 5,000 746 746 7,950 8,000 1.196 1,196
1.00C 2,475 2,500 373 373 5.000 8.000
! 2500 2,525 7?3 : .
1000 1,025 152 152 2,525 2,550 381 381 5,000 5,050 754 754 8,000 8,050 1.204 1.204
1,025 1,05C 156 156 2,550 2,575 384 384 5,050 5,100 761 761 8,050 8,100 1.2114 1,211
1050 1,075 159 159 2,575 2, 388 388 5100 5,150 769 769 8100 8,150 | 1219 1219
1075 1,100 163 163 2600 2625 a9 5150 5,200 776 776 6150 8,200 | 1.226 1226
1100 1125 | 167 ez | 280 2828 | 392 321 5200 5250 | 784 784 | 8200 8250 | 1234 1234
1125 1,150 171 171 2650 2675 399 329 5250 5,300 791 791 8250 8,300 | 1.241 1241
1,150 1,175 174 174 2875 2700 203 403 5300 5,350 799 799 8,300 8,350 | 1249 1249
1175 1,200 178 178 ' ' 5350 5,400 806 806 8350 8,400 | 1.256  1.256
1200 1,225 182 g2 | 2700 2728 401 47| 5400 5450 814 814 8400 8450 | 1264 1264
1,225 1,250 186 186 2750 2'7 . 4 411 5,450 5,500 821 821 8450 8,500 | 1271 1271
1,250 1,275 189 189 Pyt 2'77 s s 5,500 5,550 829 829 8,500 8550 | 1.279 1279
1,275 1,300 193 193 . 5,550 5,600 836 836 8550 8,600 | 1.286 1286
1,300 1,325 197 197 2,800 2.825 422 422 6,600 5,650 844 844 8,600 8,650 | 1.294  1.294
1,325 1,350 201 201 2,825 2, 426 426 5,650 5,700 851 851 8,650 8,700 | 1.30% 1301
1,350 1,375 204 204 2,850 2,875 429 429 5,700 5,750 859 859 8,700 8,750 | 1.303  1.209
1375 1,400 208 208 2,875 2, 433 433 5,750 5,800 866 866 8,750 8,800 | 1316 1316
1400 1,425 212 212 2,900 2,925 437 437 5800 5,850 874 874 8800 8,850 | 1324 1324
1,425 1,450 216 216 2,925 2,950 441 441 5,850 5,900 881 881 8850 8,900 | 1.331  1.331
1,450 1475 219 219 2,950 2,975 444 444 5, 6,950 889 889 8900 8,950 | 1.339  1.339
1,475 1,500 223 223 2,975 3,000 448 448 5950 6,000 896 896 8950 9,000 | 1.3d6  1.346
Continued on nexi page
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SECTION 7. TAX TABLES CONTINUED

1994 1040EZ Tax Table—Continued

It Form 1040EZ, If Form 1040E2Z, if Form 1040E2Z, it Form 1040EZ,
fine 5, is— And you are— [ .o 5, ls— And you are—{ ;o 5, ls— And you are— { . 5, ls— And you are—
At 8ut Single { Marned | At But Single | Marred | At But Single | Marned | At 8ut Sing.y | Mamed
least less fiing least less fing least less fihng teast less fihng
than {ontly than jontly than jointly than ointly
Your tax ls— Your tax ig— Your tax is— Your tax is—
9,000 12,000 15,000 18,000
9,000 9,050 1.354 1,354 12,000 12,050 1,804 1.804 1 15,000 15,050 2,254 2,254 18,000 18,050 2.704 2,704
9,050 8,100 1361  1.361 12,050 12,100 1,811 1811 15,050 15,100 2,261 2.261 18,050 18,100 2,711 2.1
9,100 9,150 1369 1.369 12,100 12,150 1.818 1,819 15,100 15,150 2,269 2,269 18,400 18,150 2.719 2,719
9,150 9,200 1.376 1376 12,150 12,200 1.826 1.826 | 15,150 15,200 2.276 2.276 18,150 18,200 2726 2.726
9,200 9,250 1,384 1384 12,200 12,250 1,834 1834 | 15200 15,250 2,284 2,284 18,200 18,250 2,734 2,734
9,250 9,300 1391 1.391 12,250 12,300 1841 1.841 15,250 15,300 2291 2.2 18,250 18,300 2741 2741
9,300 9.350 1,399 1,399 12,300 12,350 1.849 1849 | 15,300 15,350 2,269 2.299 18,300 18,350 2,749 2,749
9,350 400 1.406  1.406 12,350 12,400 1856 1.856 | 15,350 15,400 2,306 2.306 18,350 18,400 2,756 2.756
9,400 9,450 1414 1414 12,400 12,450 1,864 1864 | 15,400 15,450 2314 2314 18,400 18,450 2,764 2.764
9,450 9,500 1421 1421 12,450 12,500 1871 187 15,450 15,500 2321 2.321 18,450 18,500 2,777 2711
9,600 9,550 1,429 1429 12,500 12,550 1879 1879 | 15500 15550 2.329 2329 18,500 18,550 2,779 2.779
9,550 9,600 1,436 1,436 12,550 12,600 1886 1.886 | 15,550 .15,600 2,336 2.336 18,550 18,600 2.786 2.786
9,600 9,650 1.444 1444 12,600 12,650 1894 1,894 15,600 15,650 2.344 2344 18,600 18,650 2,794 2,794
9,650 9,700 1,451 1,451 12,650 12,700 1901 1.901 15,650 15,700 2351 2351 18,650 18,700 2.801 2.801
9,700 9,750 1.459 1,439 12,700 12,750 1,909 1.909 | 15,700 15,750 2,359 2359 16,700 18,750 2.809 2.809
9,750 9,800 1.466 1466 12,750 12,800 1916 1916 | 15,750 15,800 2.366 2.366 18,750 18,600 2.816 2816
9,800 9.850 1474 1474 12,800 12,850 1.924 1924 | 15,800 15,850 2374 2374 18,800 18,850 2.824 2.824
9,850 9,900 1481 1,481 12,860 12,900 1931 1,931 15,850 15,900 2.381 2.381 18,850 18,800 2.831 2.831
9,900 9,950 1.489 1,489 12,900 12,950 1,939 1.939 | 15900 15,950 2,389 2389 18,900 18,950 2.839 2.839
9,950 10,000 1,496 1,496 12,950 13,000 1.946 1946 | 15,950 16,000 2396 2.396 18,950 19,000 2.846 2846
10,000 13,000 16,000 19,000
10,000 10,050 1.504 1504 13,000 13,050 1,954 1.954 | 16,000 16,050 2.404 2.404 19,000 19,050 2.854 2854
10,050 10,100 1511 1,511 13,050 13,100 1861 1.961 16,050 16,100 2411 2411 19,050 19,100 2,861 2.861
10,100 10,150 1519  1.519 13,100 13,150 1,969 1,969 | 16,100 16,150 2,419 2.419 19,100 19,150 2.869 2.869
10,150 10,200 1526 1.526 13,150 13,200 1976 1976 | 16,150 16,200 2.426 2426 19,150 19,200 2.876 2876
1C,200 10,250 1.534 1534 13,200 13,250 1,984 1,984 | 16,200 16,250 2.434 2434 19,200 19,250 2.884 2.884
10,250 10,300 1.541 1,541 13,250 13,300 1991 1,99 16,250 16,300 2441 2441 19,250 19,300 2,891 2.8%
10,300 16,350 1549 1549 13,300 13,350 1,999 1.999 | 16,300 16,350 2,449 2449 19,300 19,350 2.899 2.899
10,350 10,400 1,556 1.556 13,350 13,400 2,006 2.006 | 16,350 16,400 2456 2.456 19,350 19,400 2.906 2.906
10,400 10,450 1.564  1.564 13,400 13,450 2014 2014 | 16,400 16,450 2,464 2.464 19,400 19,450 2914 2914
10,450 10,500 1571 1,571 13,450 13,500 2021 2.021 16,450 16,500 2471 247 19,450 19,500 2,921 2921
10,500 10,550 1579  1.579 13,500 13,550 2.029 2.029 | 16,500 16,550 2,479 2479 19,500 19,550 2929 2929
10,550 10,600 1586 1.586 13,550 13,600 2,036 2,036 | 16,550 16,600 2.486 2.486 19,550 19,600 2936 2936
10,600 10,650 1.594 1594 13,600 13,650 2.044 2.044 | 16,600 16,650 2,494 2,494 19,600 19,650 2944 2944
10,6560 10,700 1.601  9.601 13,6560 13,700 2,051 2.051 16,650 16,700 2.501 2.501 19,650 19,700 2.951 2.951
10,700 10,750 1.609 1.609 13,700 13,750 2.059 2.059 | 16,700 16,750 2.509 2.509 19,700 19,750 2959 2.959
10,750 10,800 1,616 1616 13,750 13,800 2,066 2066 | 16,750 16,800 2516 2516 19,750 19,800 2,966 2966
10,800 10,850 1624 1624 13,800 13,850 2,074 2,074 | 16,800 16,850 2.524 2524 19,800 19,850 2974 2974
10,850 10,900 1631 1.631 13,850 13,900 2.081 2.081 16,850 16,900 2531 2531 19,850 19,900 2981 2.981
10,900 10,950 1.639 1.639 13,900 13,950 2.089 2.089 | 16,900 16,950 2.539 2.539 19,900 19,950 2989 2.989
10,950 11,000 1.646 1.646 13,950 14,600 2,096 2.096 | 16,950 17,000 2.546 2.546 18,950 20,000 2996 2.996
11,000 14,000 17,000 20,000
11,000 11,050 1.654 1654 14,000 14,050 2,104 2.104 | 17,000 17,050 2.554 2.554 20,000 20,050 3.004 3004
11,050 11,100 1661 1,661 14,050 14,100 2411 2an 17,060 17,100 2.561 2.561 20,050 20,100 3.011 3.011
11,100 11,150 1669 1.669 14,100 14,150 2119 2119 | 17,100 17,150 2.569 2569 20,100 20,150 3.019 3.019
11,150 11,200 1676 1676 14,150 14,200 2126 2.126 | 17,150 17,200 2576 2.576 20,150 20,200 3026 3.026
11,200 11,250 1.684 1.684 14,200 14,250 2,134 2134 | 17,200 17,250 2.584 2584 20,200 20,250 3.034 3.034
11,250 11,300 1,691 1,691 14,250 14,300 2,141 2141 17,250 17,300 2591 2.59% 20,250 20,300 3.041 3041
11,300 11,350 1.699 1.699 14,300 14,350 2.149 2149 { 17,300 17,350 2599 2.599 20,300 20,350 3.049 3.049
11,350 11,400 1.706 1,706 14,350 14,400 2.156 2.156 | 17,350 17,400 2.606 2.606 20,350 20,400 3.056 3.056
11,400 11,450 1.7:4 1714 14,400 14,450 2164 2.164 | 17,400 17,450 2614 2614 20,400 20,450 3064 3.064
11,459 11,500 1721 172 14,450 14,500 21471 247N 17,450 17,500 2.621  2.621 20,450 20,500 3.071 3071
11,500 11,550 1,729 1729 14,500 14,550 2179 2179 | 17,500 17,550 2.629 2629 20,500 20,550 3.079 3.079
11,550 11,600 1736 1736 14,550 14,600 2.186 2.18¢ | 17,5580 17,600 2636 2.636 20,550 20,600 3086 3.086
11,600 11,650 1,744 1744 14,600 14,650 2194 2194 | 17,600 17,650 264 2644 20,600 20,650 3094 3.094
11,650 11,700 1,751 1751 14,650 14,700 2201 2.201 17,650 17,700 2651 2.651 20,650 20,700 3101 3101
11,700 11,750 1.759 1759 14,700 14,750 2209 2209 | 17,700 17,750 2.659 2.659 20,700 20,750 3109 3.109
11,750 11,800 1.766 1.766 14,750 14,600 2216 2.216 17,760 17,800 2.666 2.666 20,750 20,800 3.116 3.116
11,600 11,850 1774 1774 14,800 14,850 2224 2224 | 17,800 17,850 2674 2674 20,800 20,850 3124 3124
11,850 11,900 1,781 1781 14,850 14,800 2231 223 17,850 17,900 <681 2.681 20,850 20.900 3131 313t
11,900 11,950 1789 1789 14,800 14,950 2238 2239 | 17,900 17,950 2689 2.G89 20,900 20,950 3.139 3.139
11,950 12,000 1.796  1.796 14,950 15,000 2246 2.246 | 17,950 18,000 2.696 2.696 20,950 21,000 3.146 3.146
Continued on next page
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FORM 1T040EZ STEP-BY-STEP

What you'll need:

& W-2s—aone for cach job during the vear -
& 1099-INTs—if vou received interest income
& Pencil/pen, scratch puper
& Calculator
@ Blank Form 1040EZ -
-«
Key items:
Name & address label
& If vou have no peel-oft mailing label. print
vour name and address carefully. (Otherwise.
save the mailing label to apply when you are L

sure your return is complete and correct.)

& Enter your social security number. (See boy d
of your W-2)

& [fyouwant S3 to go into the Presidential L J

Election Campaign Fund. check ~Yes.”

L
Report your income
@& Add the amount(s) in box 1 of your W-2
formes), and put the total on line 1 of the L

1040EZ form.
& |fyoureceived interest income, you must
include all taxable interest. even if no Form
1099 i\ received (that is, an amount of S460 or
less) on line 2. ¢If over S400. you must use L
Form 1040A or 1040.) L
Double-check vour addition for line 3.
See Student Handout 3.4, “The Dependency

Tests™ to find out if you should check the L
“Yes”or “No™” box on line 4. If vou check the

*No” box. on line 4. put 6.250 if you are

single and 11,250 if you are married.

& I vou check the “Yes" box. look at line |. If
the amount on line 1 is more than $600. put
the line | amount on line 4. too. Do not put
more than $3.800 on line 4. 1f the line |
amount is less than $600. put S600 on line 4.

& Double cbeck your subtiaction for line 5. -

Figure your tax

Add up the amounts in box 2 of your W-2(s),
and put the total in line 6. (If you think line 7
“Earned Income Credit” applies to you, see
the instructions for Form 1040EZ).

Add lines 6 and 7 and enter the total on line 8.
Find your tax by using the appropriate (single.
or married filing joiatly) column of the Tax
Tables. Look for vour taxable income (the
line 5 amount). WTrite in the amount of your
tax on line 9.

Double-check that you copied the figures

from vour W-2s and Tax Tables correctly.

Refund or amount you owe

Look at lines 8 and 9 again. Check whether
line 8 or 9 is larger.

If line 8 is larger. you should complete line 10).
Subtract liae 9 from line 8. and put the result
on line 10, This is the amount of your refund.
If fine 9 is larger. subtract line 8 from line 9.
and put the result on fine 11. This is the

amount you owe,

Sign your return

Double-check your addition and subtraction.
Read the words in bold letters at the bottom of
the form. then sign and date it and enter your
occupation.

Attach your mailing label: make any
necessary corrections right on the label.
Attach Copy B of each W-2.

If vou owe more tax. attach yvour check or
money order made payable to “Internal
Revenue Service.” Make sure your social
security number. addiess. daytime phone
number. and 1994 Form 1040EZ™ are on
your payment.

Mail your return by April 15, If April 15 falls
on a Sawrday. Sunday. or holiday. you can
file yvour return on the next business day.
Since April 15, 1995, falls on a Saturday, you

can file your return on April 17,
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FORM 1040A

Form Department of the Treasury—Internal Revenue Service
1040A U.S. Individual income Tax Return 1 994 RS Use Onty—Do not wnite or staple in ttus space
OMB No 1545-0085
(SL:bpaegi 16) 4 Yeut tust aame and indial Last name "\  Your social security number
L : :
g M 3 Jont relum, SPOUSE’s frst name and ni.a Last rarme Spouse’s social security number
Use the IRS E .
label. L
Otherwise. Home aud'ess (number and street). K you have a P O box. see page 17 Apt ~0
please pnt H For Privacy Act and
.or tyoe. § - Paperwork
ph Crty, town or post office. state. and ZIP cods. If you have a ‘oreqgn adaress. see page 17 Reduction Act
\. J Notice, see page 4.
Presidential Election Campaign Fund (See page 17.) Yes[No| pNote: Checking “Yes™ will
Do you want $3 to go to this fund? not change your tax or
If a joint return, does your spouse want $3 to go to this fund? reduce your refund.
Check the 1 0 Single
box for 2 [J Married filing joint return {even if only one had income)
your filing 3 O Married filing separate return. Enter spouse’s social security number
status above and full name here. »
(See page 17) 4 [ Head of household (with qualifying person). (See page 18, If the gualifying person is a child
Check only one but not your dependent, enter this child's name here. »
box. 5 [ Qualifying widow(er) with dependent child (year spouse died » 19 ). (See page 19.)
Figure 6a L] vourself. If your parent {cr someone else) can Claim you as a dependent on his or her tax N:~ °‘:e%°‘*-‘3
your return. do nct check box 6a But be sure to check the box on line 18b on page 2. gaeacnd sb°"
. b [J spouse
exemptions - T2 C oG ) - ——  No. of your
(See page 20) C Dependents: 12 e | b pendent < socat (‘:e)elat?g::rﬁsnttos N Yoo ghitdren on
(1) Name (frst. intia’. and ast namel age 1 secunty number you nome n 1984 who:
; ; lived with
If more than ;odv " J
seven
dependents. o didn't live
see page 23 o Gorce or
separation
(see page 23}
Dependents
: on 6¢ not
d If your child didn't live with you but is claimed as your dependent entered sbove
under a pre-1985 agreement, check here N R Add numbers
e Total number of exemptions claimed. lines above
Figure 7 Wages, salaries, tips, etc. This shouid be shown in box 1 of your W-2
form(s). Attach Form(s) W-2. 7
your total - . p
income 8a Taxable interest income (see page 26). ! over $400, attach
Schedule 1. 8a
b Tax-exempt interest. DO NOT include on line 8a. 8b I
Attach Copy B of 9 Dividends. If over $400, attach Schedule 1. 8
your Forms W-2 10a Total IRA 10b Taxable amount
and 1099-R here. distributions. 10a (see page 27). 10b
1 you didn t get a 11a Total pensions 11b Taxable amount
W2 see page 25 and annuities. 11a {see page 27). 11b
Enclose. but 12 Unemployment compensation {see page 30). 12
do not attach, 13a Social security 13b Taxable amount
n ment H
;mzﬂ e, benefits. 13a (see page 31). 13b
14  Add lines 7 through 13b (far right column). This is your total iIncome. » 14
. 15a Your IRA deduction (see page 34). 15a _
Figure
your b Spouse's IRA deduction (see page 34). 15b
adjusted ¢ Add lines 15a and 15b. These are your total adjustments. ~_15¢c
gross 16 Subtract line 15¢ from line 14. This is your adjusted gross income.
income If less than $25,296 and a child lived with you (less than $9.000 if a child
didn't live with you). see "Earned income credit” on page 43. 16
Cat No 113274 1994 Form 1040A page 1
=
Q | Ji
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FROM W-4 TO 10404 Student Handout

‘ Revised 11-94
|

FORM 1040A CONTINUED

1994 Form 1040A page 2

Name{s) shown on page 1 Your social security number
Figure 17 Enter the amount from line 16. 17
::’:r:da d 18a Check {D You were 65 or oider  [J Blind } Enter number of
ded t': if: 1 spouse was 65 or older (] Blind | boxes checked » 18a
uc tlpn, b If your parent (or someone else) can claim you as a dependent,
exemption checkhere. . . . . . . . . . . . ... ... »18 O
amount, ¢ If you are married filing separately and your spouse files Form
and 1040 and itemizes deductions, see page 38 and check here./ » 18c [
Faxable 19 Enter the standard deduction shown below for your filing status. But
ncome Y
if you checked any box on line 18a ¢t b, go to page 38 to find your
standard deduction. If you checked box 18c, enter -0-.
® Single—$3,800 e Married filing jointly or Qualifying widow(er)—$6,350
® Head of household—$5,600 e Married filing separately—$3,175 19
20 Subtract line 19 from line 17. If line .19 is more than line 17, enter -0-. 20
21 Multiply $2,450 by the total number of exemptions claimed on line 6e. 21
22 Subtract line 21 from line 20. If fine 21 is more than line 20, enier -0-.
This is your taxable income. » 22
Fi 23 Find the tax cn the amount on line 22. Check if from:
igure
your tax [J Tax Table (pages 61-66) or O Form 8615 (see page 40). 23
redits ! 24a Credit for child and dependent care expenses.
¢ d 1ts, Attach Schedule 2. 24a
an b Credit for the elderly or the disabled.
payments Attach Schedule 3. 24b
if you want the ¢ Add lines 24a and 24b. These are your total credits. 24¢
IRS to figure 25 Subtract line 24c from line 23. If line 24¢ is more than line 23, enter -0-. 25
T eictons 26 Advance earned income credit payments from Form W-2. 26
for ine 22 on 27 Add lines 25 and 26. This is your total tax. » 27
page 39 28a Total Federal income tax withheld. If any tax
is from Form(s) 1099, check here. » [J 28a
b 1994 estimated tax payments and amount
applied from 1993 return. 28b

¢ Earned income credit. If required, attach
Schedule EIC (see page 43). Nontaxable
earned incorne: amount »

and type » 28¢c
d Add lines 28a, 28b, and 28c. These are your total payments. » 28d
Figure 29 |f Iine_ 28d is more than line 27,‘ subtract line 27 from line 28d.
This is the amount you overpaid. 29
yofur 30 Amount of line 29 you want refunded to you. 30
refund or 31  Amount of fine 29 you want applied to your
amount 1995 estimated tax. 31
you owe 32 If line 27 is more than line 28d, subtract line 28d from line 27. This is
the amount you owe. For details on how to pay, including what to
write on your payment, see page 50. 32
33 Estimated tax penalty (see page 51). 33 1
SIGN YOUF o ot s o o cores s seturatohy mal 3N armoorts and sourtes ol com | rocened Guing 1 1o year Daciraton of brevarer (omer
return than the taxpayer} is basec on all information of whrich the preparer has any knowledge
Your signature Date Youi occupation

Keep a copy of
this return for } Spouse s signature If jont return. BOTH must sign Date Spouse s occupation

your reccrds

Paid Preparer s } Date Check Preparcr $ social secunty no
preparer’s Sgnature self-emptoyed [ P

Firm’s name {or yours
useonly F e o ane } El No

30dress 2IP code

1994 Form 1040A page 2

(]
—

Q

ERIC
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FROM W-4 TO 1040A Student Handout
Revised 11-94

SCHEDULE 1

Schedule 1 Department of the Treasury—Internal Revenue Service
(Form 1040A} Interest and Dividerid Income
for Form 1040A Filers 1594 OMB No. 1545-0085
Name{s) shown on Form 1040A Your social security number
Part | Note: If you received a Form 1099-INT, Form 1099-0ID, or substitute statement from a
Interest brokerage firm, enter the firm's name and the total interest shown on that form.
income 1 List name of payer. If any interest is from a seller-financed
(See pages mortgage dnd the buyer used the property as a personal
26 and 67) residence, see page 67 and list this interest first. Also, show that
buyer's social security number and addtess. Amount
3
2 Add the amounts on line 1. 2
3 Excludable interest on series EE U.S. savings bonds issued after 1989
from Form 88185, line 14. You MUST attach Form 8815 to Form 1040A. 3
4 Subtract line 3 from line 2. Enter the result here and on Form 1040A,
fine 8a. 4
Part ll Note: If you received a Form 1099-D!V or substitute statement fr-om a brokerage firm, enter the
firm's name and the total dividends shown on that form.
puvndend 5 List name of payer Amount
income 5
(See pages
26 and 68.)
6 Addghe amounts on line 5. Enter the totai here and on Form 1040A,
line
For Paperwork Reduction Act Notice, see Form 1040A instructions. Cat No 12075R 1994 Schedule 1 (Form 1040A) page 1
e
o2
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Student Handout
Revisea 11-94

FROM W-4 TO 1040A

FORM 1040A STEP-BY-STEP

What you'll neea:

W-2s—one for each job during the year
1099-INTs—if you received interest income
Pencil/pen. scratch paper

Calculator

B:ank Form 1040A and Schedule |

Social security numbers for your spouse and

dependents

Key items:

Name & address label

& If vou have no peel-off mailing label. print
your name (and your spouse’s name) and
address carefully. (Otherwise. save the mailing
label to apply when you are sure your return is
complete and correct.)

& Enter your social security number (and your
spouse’s. when applicable).

& If you want S3 of your taxes to go into the
Presidential Election Campaign Fund. check

“Yes:" otherwise. check “No.”

Check the box for vour filing status

& If you are single. check box 1. (You may
want to check Student Handout 3.8, “Which
Tax Return Form Should You Use?” to tind
out whether you can use Form 1040EZ
instead.)

@ If you are married and want to take advantage
of lower tax rates by filing a joint return.
check box 2.

@ If vou are married and want to file separately
from your spouse. check box 3. Be sure to
enter your spouse’s name and check to make
sure you have entered the correct social
security number.

& Ifyou are unmarried or do not live with your
spouse and you have an unmarried child living
with you. you probably qualify as head of
houschold. (See the instructions for Form
1040A for more mtormation aboat head of
household status.) Check boy 4

& | vouare awidow or widower with a

dependent child. enter the year m which your

Figure your exemptions

@ If no one else can claim you as a dependent on
his or her tax return, take an exemption for
yourself by checking box 6a. (See Student
Handout 3.4, “The Dependency Tests.™)

& If vou are filing a joint return. your spous:
usually cannot be claimed as a dependent on
someone else’s return. Take an exemption for
your spouse by checking box 6b. It you are
filing a separate return. you can tahe an
exemption for your spouse only if he or she
is not filing a return, had no mcome, and
cannot be claimed as a dependent of another
taxpayer.

& Take an exemption for edch person who
qualifies as vour dependent. (See Studert
Handout 3.4.) Enter their names and other
information on the lines under “6¢ Dependents.”

& Complete the lines at the right. and add up the
totat number of exemptions. Put the total in

the large box to the right of Jine 6e.

Figure your total income

&  Add up the amounts in box T ol your W-2ea,
and put the total on line 7.

& If vou received any interest inceme. put the
total on line Ka.

& if the amount you entered on line 8a is more
than $400. put the name of each party who
paid vou interest and the amount on Part | of
Schedule 1. Put your name and social security
nuinber on Schedule 1. and save it to attach
your return,

& I you received non-taxable interest thcome
(for example. from municipal bonds). enter
the amount on line Rb and checl the
instruction book.

&  Sce the instrucuons Tor Form TO40A 1 you
think any of lines Y through 13 apply to yvou

& Addup the amounts on Tmes 7, 8a. 9. 10h,
ITh. 12, and 13b
10a. Tla. or P Write the total on Tine 14

(Do not melude Tines Sb.

Double check your addition

Q spouse died and read the instruction book ton

ERIC

Aruitoxt provided by Eic:
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more information, Student Handout 314 ccontmuced b
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FROM W-4 TO 1040A

Student Handout

Revised 11-94

FORM 1040A STEP-BY-STEP
(CONTINUED)

Figure your adjusted gross income

Sce the instructions for Form 1040A if you
think lines 15a and b apply to you.
If lines 154 and b do not apply, bring down

the amount from line 14, and write it on line 16.

Figure vour standard deduction, exemption

amount, and taxable income

Put the line 16 amount on line 17, too.

You will probably not check lines 18aor ¢. If
you did not check box 6a, check the box for
line 18b now.

If vou did not check line 18b. look back at
fines 1-5. where you checked box 1. 2.3, 4, or
5.1 you checked box 1. put $3,800 on line
19, 1f you checked box 2 or 5, enter $6.350 on
line 19. If you checked box 3. enter $3,175. If
vou checked box 4, enter $5.600.

It you did check line 18b, look at the amount
you entered on line 7. If it is more than
$3.800. put $3.800 on line 19.If itis less than
$3.800 but more than $600. put the line 7
amount on line 19, too. If the line 7 amount

is less than $600. put $600 on line 19.

At line 20. subtract your standard deduction,
line 19, from your adjusted gross income, line
17. double-check your subtraction, and enter
the amount on line 20.

l.ook at line 6e. Multiply the number you put
there times $2.450. Put the total on line 21.
Subtract the amount entered on line 21 from
ithe amount on line 20. Double-check. and

enter the result on line 22,

Figure vour tax, credits, and payments

Look al your taxable income (line 22) and
then find the pair of figures that includes this
amount of ticome in the Tax Tables. Find the
column that applies to you and then find your
tax. Lnter this amount on fine 23 and cheek
the boy “Tax Table.”

1
TS

See the instructions for Form 1040A if you
think line 24a or b, or line 26 applies to you.
If these lines do not apply. copy the line 23
amount on line 27.

Add up the amounts in box 2 of your W-2 and
put the total on line 28a. (See the instructions
for Form 1040A if you think line 28b or ¢
applies to you.)

Add any amount on line 28b or ¢ to line 28a,
double-check your addition. and enter the

total on line 28d.

Figure your refund or the amount you owe

Look at lines 27 and 28d again. Check
whether line 27 or line 28d is larger.

If line 28d is larger. you should complete lines
29 and 30. (See the instruction for Form
1040A if you think line 31 might apply to
you.) Subtract line 27 from line 28d and put
the result on line 29. This is the ameunt you
overpaid. Enter on line 30 the amount you
want refunded to you.

If line 27 is larger, you should complete line
32. Subtract line 28d from line 27, and put the

result on line 32. This is the amount you owe.

Sign your return

Carefully read the words above the line for
your signature, then sign and date your return
and write in your occupation.

Attach your mailing label: make any correc-
tions right on thy label.

Attach copy B of ach W-2.

Attach any Sche les you used.

If you owe more tax. attach your check or
money order. Make sure your social security
number. daytime phone number. and 1994
Form 1040A™ are on your payment check or
moncy order.

Mail your return by April 15, 1 April 15 falls
on a Saturday. Sunday. or holiday. you can
filc your return on the next business day.
Since April 15, 1995, falls on a Saturday. you

can file your return on April 17.




1 . FSSOMN 3 FROM W-d TO 1040A Student Handout

Revised 11-94

THE TAX MAZE
Directions: Read question | below. Then enter the maze at "Start ™ and find your way to the
correct answer to the question. From there, go to 2. read question 2, and continue on through the maze until

you have arrived at the answer to that question. Continue on through the maze untit you have answered all

seven questions in order.
L I
ST [ i

L Jrone!
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W_4 I T

i
N "‘\_

 tour L | I !
l thae
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— L |- - l
el 1

w2 | Jwwt| [ ] s [ —— J__I.E__
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— __I_—lW-4l
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6
— l _J 104082 I 7
| -
L‘Lﬁ 10408 | | LI Sehedule 1
i l | 10987 | —

l ]
| L |
IR Collect your tax refund

n

l |

Ao Youexpeet o carn about $375 in your first summer job and about SO75 ininterest this sear, Are you
exempt from withholding

2. Youare 25, you have a spouse who doesn't work. two children, and & 14-3 car-old brother who
qualifies as your dependent. How many atlowances can you claing on your W-4?

3. Youare 16, single, claimed as o dependent on your parents” tax return,and sou cirned $2.457 last
vear. Which return do you file”

4. Youcompleted sour T040EZ tax return show ing that you should geta refund of S63. What form de
vou need to attach to it before you mail itin?

5. Youhave o savings account at your bank. What form will tell you how mnch interest sou curned in
the past ye”?

6. Youand your spouse file ajoint retun showing i combied salary income of S57.000 with no other
wourees of income. vou hase two children, and you want 1o take a credit for child care. Which return
dovoufile?

Q 7. You carned $534 m interest income Tast year. What will you need to attach to your Formt 1040
ERIC 55
J
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F.ICSSOON 3

FROM W-4 TO 1040A

Student Handout
Revised 11-94

LESSON SUMMARY
FROM W-4 TO W-2

Key terms are in boldface italics. Their definitions should be
checked in Student Handout 3.1, “Glossary of Key Terms.”

From W-4 to W-2

Q

ERIC

Aruitoxt provided by Eic:

Al U.S. citizens or residents may have to pay tax on their income.
Federal income tax is collected on a pay-as-you-go basis.
Employeces may have taxes taken out of—withheld from—each
paycheek that is subject to tax. (See Tax Withholding.)
Employees provide information so the employer can determine
how much should be withheld when they {ill out IRS Form W-4
and give it to their employer. Employees are expected to fill it out
accurately and honestly.

To fill out a Form W-4, it is important to understand the meaning
of dependent in tax law. (See Student Handout 3.4. “The
Dependency Tests.™)

Some peaple. for reasons of income and status. are not required o
have any tax withheld. (Check the detinition of exempt from
withbolding. Then work through Student Handout 3.3, “Are You
Exempt from Withholding™ to find out whether you are exempt.}
Taxpayers may clim allowances on Form W-4. The total number
of allowances listed on a Form W-4 is not the same as exemptions
that an employce expeets to claim on his or her return.
Exemptions are subtracted from adjusted gross income on the
return before the tax liability is tigured. The exemption amount
for 1994 is $2.450. It's important to come up with the right num-
ber of allowances on Form W-4, because an employer withholds
tax based on wages paid and information the employee provides
on Form W-4. (See Withholding Allowance).

If vou arc single and have more than one job and yonr combined
carnings from all jobs exceed $30.000 OR if you are married and
have a working spouse or more than one job, and the combined
earnings from all jobs exceed $50.000. use the Two-Earner/Two-
Job Worksheet to avoid having too little tax withheld. The work-
sheet will help you estimate your extra tax liability so that your
withholding cin cover more ol it

Taxpayers may. even if they are married, request withholding at
the usual rate tor single people. which is generalty higher than that
for married people. in order to cover tases that might be owed on

other sources ol income. such as interest or dividend pay ments.

| Sl

On the basis of the information employees provide in their W-4
forms. employers calculate the amount to withhold. By Jan. 31 of
each year, they give employees copies of IRS Form W-2 that
shows how much the employee earned in the previous year and
how much was withheld. Employees should check this form for

accuracy. They are required to attach a copy to their tax return.

~1 a Return and Form 1040EZ

Even if you do not owe any taxes. you must file a return if you have had

any federal income taxes withheld from your paycheck and you want to
have themn refunded.

There are other reasons for filing a return, For 1994, you had to file a

return if you are under age 65. not blind. and

are someone's dependent, are not married. and had an earned
income of over $3.800

are someone’s dependent. are not married. and had an income of
over $600 that included unearned income

are someone’'s dependent. are married. and had an earned income
of over $3,175

are someone's dependent. are married. and had a gross income of

" more than $600 that included unearned income

are someone’s dependent. are married. had a gross income of at
least $5.00 and yeur spouse files a separate return and itemizes
deductions

had net earnings from self-employment of at least $400.

You also had to file a return if you

are not someone's dependent. are single. and had a gross income
of $6.250 or more

are not sormeone’s dependent, and are a head of household with a
gross income of $8.050 or more

are not someone’s dependent. are married filing separately. and
had a gross income of at least $2.450

are not someone’s dependent. are married filing jointly. and had a

gross income of at least $11.250.

Sce Student Handout 3.7, "Should You File a Tax Return?™

Student Handout 3,16 (continued)
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FROM W-4 TO 1040A Student Hlandout
Revised 11-94

LESSON SUMMARY (CON'I;INUED)
FRONM W-4 TO W-2

Once you have decided that you need to tile a return. you need to decide
which form is most appropriate tor you. Form 10407, is the simplest

and most tikely to be used by students. You can use this form if you

& are single and claim an exemption only for yourself. or are mar-
ried and filing a joint return with no dependents

@ had less than S30.000 in taxable income

& had no sources of income other than wages. salaries. tips. taxable

scholarship and tellowship grants. and not more than $400 of
interest income
& had no income adjustment. itemized deductions. or other taxes

and the only credit you claim is carned income credit

Forms 1040A and 1040 are used by people whose tax situations are more
complex. See Swident Handout 3.8, *Which Tax Return Form Should

You Use?”

To till out Form 1040EZ., see Student Handout 3.1 1, “Form 104087

Step-by-Step.” Your teacher may have software to help you.

1040A and Beyond
In certain cases. you may need to file Form 1040A instead of Form
1040EZ. You will need to use Form 1040A or Form 104

& il vou claim more than twvo exemptions or yourselfand your
Spouse)

& if vou are aqualifying wigow er) with a dependent child. or a
head of househaold

& il you have more than $400 worth of interest income

& if vou have sources of income besides those listed for Form

T1040EZ.

(Sce Student Handout 3.8, “Which Tax Return Form Should You Use?™)

Form 1040A is somewhat more complex than T040EZ. You may need to
use an additional form. Schedule L to list sources and amounts of your
interest pas ments or dividends. and. depending on your situation. you

may need (o use other worksheets or schedules as well.

Complete Form 1040A carefully. using Student Handout 3. 14, “Form
1040A Step-by-Step™ and the instruction book that is available with the

form.

Aruitoxt provided by Eic:




Revised November, 1994

PURPOSTE’
To help students understand that state and local governments need revenues

to provide goods and services for their residents.

After participating in the suggested activities. students will be able to:

identify kinds of taxes most commonly collected by state and local
governments
give examples of goods and services most commonly provided by

state and local tax revenues

Student Handout 4.1, *Key Terms and Concepts”

Student Handout 4.2 “State and Local Revenues and Spending. 1992"

UNDERSTANDING State
and Local Taxes

T E A




K E Y T E R MS

Transaction Taxes .

Taxes on economic transactions, such as the sale of goods and services.
Such taxes can be based on a set pcrccnuigc of the sales value (ad val-
orem—sales taxes) or they can be a set amount on physical quantities (“per
unit"—gasoline taxes).

Income Taxes

Taxes on income, both camed (e.g. salaries, wages, tips, commissions) and
uncarned (e.g. interest, dividends). Income taxes can be levied both on
individuals (personal income taxes) and on corporations (business and cor-
porate income taxes).

Property Taxes
Taxes on property, especially real estate, and also boats, automobiles (often
paid along with license fees), recreational vehicles, and business inventories.

_?3

Opcning the Losson Ask students to suggest all tha taxes
they or their famiiles have puaid recently.
List their suggestions on the board.
Depending on your state and local taxes, students may suggest sales tax on
purchases; restaurant or hotel tax; gasoline tax; registration or license fees
for a car or truck; federal, state, or local withholding tax; social security
withholding tax; tax on a phone bill; hunting or fishing license.

Point to each tax you have hsted on the
O {iae N e
which taxes are local, state:, or federal.
In 1994, any general sales taxes are state and local. Taxes withheld from
_ paychecks always include federal income tax, social security, and Medicare;
state and local taxes may also be withheld. Gasoline is taxed both by the
Federal Government and most states. Sales of tobacco and alcohol are
taxed in most states. Registration and license fees are imposed by states.

Ask studdoents what thoir locatl gqowver rrtiveat
(clty or county) must ralse rovenues for.
Education is a major expense of local governments. City streets and county
roads are locally built and maintained. City police and county sheriffs, jails,
courts, trash disposal, fire departments, and welfare services are among
other local expenses.

BEST COPY AVAILABLE
. ' 59

P A g m ermme g ey A tTam ¢ temmv soe e o s_emvpe e oo et e

I o I L et 16 i 3 et sl APt




Titdr'h
T

Q

ERIC

Aruitoxt provided by Eic:

Deovoloping the 1o o

Distobete copies of Swdoat Hondewt 4.1,
“Kay Torms and Cancapts” or use o5
evachaad prajecter o displey k.

(This handeut is both & “Blussary of Key
Torms” oad o semmary of the moin
concepts thught in thie lesaen )

“xplain that thiere are three kinds of state
e 'oyent taxees: transpaciilon thxes,
SEYr . aamter LipRAItE, e PO ULy cdta s s Oanit
to an example of each in the list on the
board. or give arn example if nrnone has
been suggested.

Sales taxes are the most common kind of transaction taxes. Taxes withheld
from a paycheck are income taxes. Homecowners pay property tax, usually
in two or more installments per year, but rentars may be contributing to their
landlord's property tax with each rental payment.

fi wvour state has a sates tax, sk .‘:‘-hn;cnts
f oy Know how much it is. Qthoerwise,
sk If anvone has been in a state with a
PP I SRR RY S SRR T~ ARV AR Y N L

Sales taxes are usually imposed on nearly ail retail items, with the exception
of some food and sometimes medicine. The amount of the tax is always a
standard percentage of the retail price (ad valorem). Some states also
charge a tax or: services as well—if you have your car repaired, you may
pay a tax on new parts installed and possibly on the cost of the labor as well.
Most states have a sales tax rate of between two and ten percent. Sometimes
counties or cities impose a sales tax as well. Sales taxes, especially those
that tax goods at each stage of the manufacturing process, are sometimes
called “value added” taxes.

Ak whethaer anyonae can explain bowvs
excise taxes work and glilve examples.
Excise taxes are levied by both the federal and state governments. They are
specific to certain items. Some excise taxes are “luxury” taxes on large,
expensive items such as cars or i+ us. Other excise taxes are “sin” taxes on
items considered unhealthy, such as alcohol and tobacco products. Taxing
them raises revenue and discourages consumnption. Some revenues from the
excise taxes on gasoline are earmarked for upkeep of highways: the tax is
thus a sort of “user’s tax,” levied particularly on those who use the roads.

Ak stiurcdents svhiethor your state has an
income thaix.

About two-thirds of the states have some kind of income tax in place. Many
are proportional or “flat” in that they levy the same tax rate on all taxpayers,
regardless of income. You will have to provide details of your own state’s
system.
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Distriburte Student Hondowt 4.2, “Statn and
Local Flevenves and Spending, 1992."
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Personal income taxes are levied on the earnings and income of individuals.
Corporate income taxes are levied on the profits and earnings of businesses.
States may deliberately keep the business tax rate low, or offer special

exemptions, to attract businesses.
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Property provides the traditional state and local tax base. Property taxes date
from a time when the country was largely agricultural and land was the
most significant form of wealth. Local taxing units {counties or townships)
usually establish a “‘property tax rate” a percentage of the “assessed value”
of the property. Tax assessors visit the properties to estimate (assess) their
value. Usually assessed value is well below market value. Nonprofit and
public institutions and buildings are not taxed. A city with many churches
and schools and few businesses and factories may have a small tax base.
Property taxes provide most of the revenue that cities and counties need to
fund schoots, fire departments, police protection, sanitation, and public wel-
fare services. Many people feel that the property tax is not fair for today’s
urban society and that property tax funding contributes to great inequities in
the services offered in different places.

In addition to land and structures built on land, property taxes may be levied
on business inventories, livestock, boats, automobiles, or other assets, such
as stocks and bonds (“intangibles™).
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State and Local Revenues Ranked
(ppercent of revenua doliar)

1. General and Selective

Sales Taxoes 16.1
. Troperly tdasoes 1o.1
3. Federal Government 15.1
4. Charges 11.6

5. Individuatl income tax 9.70

&. All other 31.9

State and Local Spending Ranked

(poercant aof dollany

Have the stedeats leck at the “Whers it T Education 28.S
val detmd phimieamnk- 2. All other programs z21.5 -

ing cxancioe o0 state and lecal speading. 3. Health and weliare 21.a

4. Civilian safety 7.3

FEE R RV PUCEE S SR o...

6. Environmeaent 5.3

7. Interest on debt 4.8

8. Admuinistration 4.4

"EST Copy AVAILABLE
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Condluding the 1 osaen

Refer to the studont hondoct and review
the chacactaristics of the three princigal
typas of ctate and local taxec: iramsaciion,
incame, and propecty.

Have the studeats discuss whather this
Commen porcaption is ruesenable.

Make sure that any students whs ware
abseat are givea a copy of Student
Handowt 4.1, It summarizes the key tows
and concopts taught i this lesson.

Discussion: Direct and Indirect Taxes

Dot Syt P e frcxgvesnenticLsry fIamo el D30 L1 U
LR AV 1 Y 4

Buyers pay them to sellers who then send the tax revenue to the taxing unit.

INCoe g Propoeriy taxes arae glore like-
ly to bhe direct taxes:

Individuals and businesses pay them directly to the taxing unit. (Lesson 10,
“Taxes...Can They Be Shifted?” and its accompanying video will discuss
direct and indirect taxes in more detail.)

tyo AR Civce Lttt s et e ey yaring
i et are sOomytimes concidaornead more
acceptable to taxpayers thhan income and
DrOoraertiy taxea wwhtich thhow Mt v

Ll S

N’

Extending the Lesson

(homework, research project, or class vicitor)

1 . Assign students in pairs or teams to interview various local officials
(mayor’s office, school superintendent or treasurer, public works official,
parks department or library manager, etc.) about the way the local tax base
affects their revenues. Others could interview the local assessor. Students
could then prepare an oral or written report about what they have learned.
Invite any of these officials to give a presentation to the class.

2. Contact your state income tax bureau and arrange for a representative
to speak to your class. Have your students prepare questions in advance
concerning your state's definitions of taxable income, allowances, deduc-

tions, and exemptions that are available to all taxpayers.

3. If there is a lottery in your state, have student teams research the
amount of revenue it raises and how it is spent. They should try to decide
whether their evidence suggests that the lottery keeps taxes lower or
increases services.
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STATE ANID LLOCAIL TAXES Student Handout

KEY TERMS AND CONCEPTS

PURPOSE
To help students understand that state and local governments need revenues

to provide goods and services for their residents.

-

B JEC

TIVES

After viewing the video program and participating in the suggested activi-

ties. students will be able to:

government

state and local tax revenues

identify kinds of taxes most commonly collected by state and local

give examples of goods and services most commonly provided by

- TYPE OF TAX: * DEFINITION EXAMPLES ~ REVENUES SUPPORT
Transaction Taxes on economic o Retail sales taxes @ State and local services,
Taxes transactions, such as the sale | ew Excise taxes on vehicles. suich as education,

' of goods and services. Such hoats, gasoline, tobacco welfare, Medicaid, police,
taxes can be based on a set & “Valus added” taxes employment services,
percentage of the sales value imposed on goods at parks, fish and wildlife
{ad valorem—sales taxes) or each stage of processing @ Gasoline taxes are often
they can be a set amount on @ Restaurant and hotel taxes earmarked for state
physical guantities (“per highway construction and
unit"—gasaline taxes). maintenance

Income Taxes on income, both eamed | e State or local withholding | e Increasingly supplementing
Taxes {e.g.. salaries, wages, tips, taves or supplanting sales taxes
commissions) and unearned o Taxes on interest or to support state expenses
(e.q. interest, dividends). dividend payments « beginning to be used on
Income taxes can be levied @ Taxes on awards or prizes Incal level as well, largely
both on individuals (personal @ Taxes on profits and to support education and
income taxes) and on corpora- eamings of businesses welfare programs
tions {business and comorate
income taxes).
Property Taxes ot property, especially @ Property tax on “assessed | Traditional source of funding of
Taxes real estate {land and valuation” of land, home, | schools and local services
buildings), and also boats, business, or other {police, ire, libraries. parks,
recreational vehicles, business structures, the traditional | water, and sanitation)
inventories and still most common
kind of local tax
@ May be assessed on other
assets, such as aitomobiles.
boats or recreational
vehicles, business inven-
tories, or stocks and bonds
{"intangibles™)
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STATE ANID JLOCAIL. TAXIS Student Handout

FEDERAL REVENUES AND SPENDING
THE STATE AND LOCAL DOILILAR

Where it came from:

General & Selective Sales Taxes Cliarges
16.6% 11.6%

Property Taxes
16.1%

All other”
Federal Government 31.8%

15.1%

Individual Income Taxes
9.7%

*Includes other taxes, excise. misc. revenue, utilities. liguor stores and insurance trust revenues.

Where it went:

Ail other programs
21.5%

Health and Welfare

2.4% Education
28.5%
Transportation
6.8%

Civilian Safety Administration
1.3% Envionment  Intereston Debt  4.4%
5.3% 4.8%

Aruitoxt provided by Eic:




NS LA MWEIRY UNDERSTANDING Taxes
Revised 11-94

Ability To Pay
A criterion of tax fairness whereby people with different amcunts of

wealth or different amounts of income should pay different amounts
of taxes. Wealth may include assets and property such as houses.,
cars. stocks. bonds. savings accounts. or valuables. Income includes
wages. rents. interest, profits. or other payments.

Adjusted Gross Income
Total income reduced by certain adjustments such as the [RA deduc-
tion and the deduction for alimony paid.

Benefits Received

A criterion of tax fairness that people should pay taxes in rough pro-
portion to the benefits they receive from government goods and
services.

Business Taxes

Taxes levied on businesses by federal. state. or local governments.
These mav include. in addition to corporate income taxes on carnings
and profits. unzmploy ment insurance, workmen’s compensation,
contributions to social security. and medicare insurance.

Credits .

A direct reduction of the tax owed. Credits may be aliowed for pur-
poses such as child ciie and the carned income credit for low-income
taxpayers.

Dependent

A person who relies on someone clse for support. A dependent gen-
erally may not be the taxpay er or his or her spouse. A taxpayer may
claim an exemption for a dependent if the dependency tests are met.

Direct Tax
A tax that cannot be shifted to others. The federal income tax is a
good example of a direct tax.

Dividends
Ordinary dividends are a corporations’s distributions to its sharcholders
fron its carnings and profits.

Earned Income
Includes wages, salaries. tips. and net carnings from seli-enployment
and other income received for personal services,

Earned Income Credit

A refundable credit tor low -income workers. This credit may be paid
to the worker even if no income tax was withheld from the worker's
pay. To receive the carned incom credita taxpay er must file a

tax return,

[ixcise Taves
Taxes on the sale or use of specific products or transactions.
Exempt (from Withholding)

Free from federal meome tax withholdig requirements by
meeting certain meome. tax habditycand dependency eriteria.

ERIC
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This is a glossary of all tax terms used in this package.

Exempt (exempt from Tax Liability.)

Tax law provides for a set amount which taxpayers can claim tor
themselves. their spouses. and eligible dependents. The total of these
amounts is subtracted from adjusted gross income before any tax is
computed on the remaining income.

File a Return

To file means to mail or otherwise convey to a regional IRS service
center the appropriate IRS form(s)-the return-on which a taxpayer
has presented information about income and tax liability.

Filing Status
Based on taxpayer’s marital status and other factors, the filing status
determines tax bracket and rate at which income is taxed.

Form W-4 (Employvee's withholding allowance certificate)
A form that helps an employer determine how much to withhold from
an employee’s paycheck for federal income tax purposes.

Formal Tax Legislation Process
The strict constitutional steps (involving Congress and the president)
that a proposed tax must pass through before it becomes law:.

Gross Income
Money, goods. and property you received that must be included in
taxable income.

Horizontal Equity
The concepi that people in the same income group should pay the
same amount of taxes. “Equals should be taxed equally.”™

Income Taxes

Taxes on income. both earned (salaries. wages, tips. commissions)
and unearned tinterest. dividends). Income taxes can be levied both
on individuals (personal income tax) and businesses (business and
COrporate income taxes).

Indirect Tax

A tax that can be shifted to others. The one who pays the tax to the
government may be able to shift it to others. Business properts taxes
are examples ol indirect taxes.

Informal Tax Legislation Process
Individuals and interest groups expressing and promoting their opin-
ions about tax legislation.

Interest Income
Income recerved from savings accounts or from lending money to
someone clse.

Yayroll Tanes

Fanes colleeted from employ ers and cimployees to finance specific
programs: levied s carned income such an wages, salaries, and self-
employ ment carmings.,

(contimued on bick)




UNDERSTANDING Taxes
Revised 11-94

tcontinued from front)

Personal Income Tax

A tax based on the amount of taxable income that people receive
annually. Taxable income is less than otal income because of
exemptions and deductions.

Progressive Tax
A tax that takes a larger percentage of income from high-income
groups than from low -income groups.

Property Taxes

Taxes on property. especially real estate. and also boats, automobiles
toften paid along with license fees), reereational vehicles, and busi-
ness inventories.

Proportional Tax

A tax that takes the same pereentage of income from all income groups.,

Public goods and services

A public good is one that cannot be withheld from thase who don't
pay for it, and one that may be “consumed™ by one person without
reducing the amount of the product available for others, Examples
include national defense. street lights, and roads and highways.
Public services include welfare programs, law enforcement. monitor-
ing and regulating of trade and the economy. and education.

Redevelopment or Enterprise Zone

A government-designated area (usually in a city) that is declared in
need of restoration and revitalization, "r'o encourage restoration, tax
reductions may be available.

Regressive Tax
A tax that takes a larger pereentage of income from low-income
groups than high-income groups.

Sales Taxes

Taxes on retail products, based on aset pereentag - of retail cost.

Schedule
A form on which taxpasers list Citemize™) specific sources of
income. or specific expenses for which they claim deductions or

credins.

Standard Deduction

An amount, fixed by law and based on filing status and age. which
tavpas crs may deduct from their adjusted gross income before tay is
determined.

Tariff Duty (Customs Duty or Import Duty)
Taxes on products imported from foreign countries,
Tax Credits

Amounis that can be deducted Trom taves owed.
Tax Deductions

A part of a person’s or a business’s total expenditures that can be
deducted i deternnning tanable imcome

Aruitoxt provided by Eic:

rPage

Tax Exemptions

A part of a person’s tal income on which no tax s imposed

Tax Liability (or total tax bill}
The amount of tax that must be paid. Tavpayers meet tor pay 1 then
federal income tax labihity through withholding, estimated tay
paymeits, and pay ments attached to the tax torms they file with the
government.

Tax Shift
The process that oceurs swhen a tax that has been levied on one
person or group is in fact paid by others.

Tax Withholding
Money that an emplover takes from an employee’s paycheck and that
is used to pay part or all of the emplosee’s taves

Taxable Income

The income on which tax lability 1« computed

Taxes

Required pay ments of money to governments that are used to provide
public goods and services for the benetit of the commumty as o
whole.

Transaction Taxes

Taxes on economic transactions, such as the sale of goods and sar-
vices. Such taxes can be based on a set pereentage of the sales value
{ad valorem-sales taxes) or they can be a set amount on phy el
quantities (“per unit”-gasoline taxes)

Vertical Equity

The concept that people in difterent income groups should pay
different amounts of taxes. or different pereentages of the mconies
as taxes, "L'nequals should be taved uncqualdly ™

Voluntary Compliance
A system of compliance that relies on imdvadual citizens o report
their income freels and voluntarily ., caleulate their s habudity

correctly, and file a tax return on time.

Withholding (**Pay-as-you-earn™ taxation)

Money that emplovers withhold from emplosees” paschechs This
money is deposited for the government. (ltwill be credited against
the employees” tax liabilits when they file their returns . Employers
withhold money for federal incomie taves, tederal soctal secunty

taxes. and state and local income taves m sonie states and fecahites

Withholding Allowance

Claimed by an emplovee on Form Wedo An employer uses the num
her of allowances danmmed, together with income carned and wnntal
status, 1o detenmime ow nwch meonie tay to witlihokd from wage,




Revised Student Handouts:
Lesson 2, Student Handout 2.2

Lesson 9, Student Handouts 9.1 and 9.2

Lesson 11, Student Handout 11.2
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UNDIERSTANDING THIZ
IMPACT OF TAXIS

Student Handout

Revised 11-94

FEDERAL REVENUES AND SPENDING

wWhere it came from:

Personal Income
Taxes
36%

Borrowing to Cover

Social Security, Medicare,
and Unemployment and
Other Retirement Taxes

%

Deficit
18% Excise, Customs, Estate.
Gift, and Miscellaneous Taxes
%
Corporate
Income Taxes
8%

VWhere it went:

6. Law Enforcement
and General Government
2%

5. Social Programs
17%

4. Physical, Human,
and Community Development

1. Sacial Security. Medicare,
and Other Retirement
35%

2. National Defense.
Veterans, and Foreign Affairs

8% 3, Net Interest on the Dabt U

14%

1. Social Security. Medicare, and Dther Betirement. $500 billion. In 1992 outlays for
these programs were about 35 percent of total outlays. These programs provide
inceme support for the retired and disabled and medical care for the elderly.

2. National Defense. Veterans. and Foreign Affairs: $344 billion. About 20 percent of
the Federal outlays were o eguip. modemize. and pay our armed forces and to {und
other nauonal defense activities; nearly 3 percont of outlays went for benefils and
services to veterans of the armed services: and about 1 percent for mtemational
actwties. wcluding military and economic assistance to foreign countries and the
mantenance of United States embassies absoad.

3 Net Interest: $199 hillign. About 14 sercent of total oulays wrese for net interest
peyments on tie public deht.

4. Physteal. Human and Community Nevelopment: $119 billion. About 8 percent of
Federal outlays were for agriculture: natural rescurces and environmental programs:

transportation programs; aid for elementary and secondary education and direct
assistance to college stidents; job training programs: deposit insuraice, commerce
and housing credit. and community development; and space. energy. and general
sience programs.

8, Social Programs: $254 billion, The Fedesal govemment spent 11 percent of total
autlays to hund medicaid, food stamps, aid to families with dependent children.
supplemental secuiity income, and related programs: and over 6 percent for health
research and public health programs, unemployment compensation, assisted housing.
and social services.

6. Law Enforcement and General Govemment: $28 hillion. Atout 2 percent of Fedesal
outlays were for judicial activities, Federal law enforcement. and grisons: and to
provide for the general costs of the Federal government, including the collection of
Laxes and legislative activities.




UNDIERSTANDING TIIH Student Handout
IMPACT OF TAXES udent Hando

FEDERAL REVENUES AND SPENDING
THE STATIE AND ILOCAI. DOILI.AR

wWhere it came from:

General & Selective Sales Taxes Charges
16.6% 11.6%

Property Taxes .
15.1%
All other®
Federal Govemment 31.9%
15.1%

individual Income Taxes
9.7%

“Includes other taxes, excise., misc. revenue, utilities, liquor stures and insurance trust reveaues.

VWhere it went:

All other programs
21.5%

Health and Welfare _
21.4% .
Education
28.5%
Transportation
6.8%

Civilian Safety Administration
1.3% Favionment  Infereston Debt  4.4%
5.3% 4.8%
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UNDERSTANDI =T <
TIISSOIN 11 x NG THE Student Handout
IMPACT OF TAXKES

Revised 11-94

SOURCES OF REVENUES
FOR STATE AND LOCAL
GOVERNMENTS

Options for State Budget Committee
Increase excise tax on petroleum products (gas and heating oil)

Increase excise tax on tobacco

Impose an excise tax on non-recyclable containers and wrappings

-

L4

@ Increase excise tax on alcoholic beserages

-«L

@ Impose an excise tax on restaurant meals and hotel bills
L4

Estabish criteria for enterprise or redevelopment zones and

provide special corportate income tax relief for businesses that

locate in these areas

& Increase income tax deductions for contributions to public
schools, colleges, and universities. museums. and charities ~

& Offer income tax credits to businesses for paying tfor education or
training of employees

& Offer income tax credit to a parent who cares full time for one or

more or of his/her preschool children (not the same as the Child

Care Credit in the federal tax system)

TRENDS IN STATE AND LOCAL REVENUE SGURCES
{Figures from Federation of Tax Administrators)

,

Percentage of state revenue derived. 1972 and 1992

1972 1992
1. Income taxes 12.3 9.7
2. Sales Taxes 12 16.6

STATE AND LOCAL REVENUES FROM VARIOUS SOURCES. 1892 PERCENTAGES

General & Selective Sales Tares Chamges
11.6%

Property Taxes
15.1%

All gther”
Federal Govemment . NS

15.1%

Individual Income Taxes
97%

*Includes other taxes (extise). misc revenues. uties. hiquor stores and nsurance Uust revenues.
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73 Welcome to the Understanding Taxes Software Supplement
3  Required equipment and materials
1IRM
Apple
Other materials
Setup and installation
Making backups
Hard disk installation
Starting up
From a floppy disk—Apple
From a floppy disk—IBM
From a hard dlsk " o

ren e

Thebasxcs_ [ N
FEscape

Help

Status line -

Main nienu?’ o
Index i7" ¥y
Usmg your keyboard

3
3
a
a
4
4
5
5
5
5
6
6
(3
6
6
6
7
rd
e

‘e NIzvioy Nlena

Working with your computer

ACtivities
8 Introduction

8  Tax Withholding and korm W-4

8 What you need to begin

9 Learning about Form W-4

40 From Form W-4 to Form W-2

10 What you need to begin

10 Learning about Form W-2

F N 41 Filing Your Income Tax Return
RO 1" What you need to begin
11 Learning to file your income tax return

12 Completing Form 1040EZ

12 What vou need to begin

12 Learning to complete Form 1040EZ
12 Form 1040EZ for a married couple
13 Form 1040EZ for a single person
14 Completing your Form 1040EZ
15 Mastery Self-Test

15 Quit M5 BEST COPY AVAILABLE




Getting Started

wWelcome to the Understanding
faxes Software Supplement

Your nstructor may have already introduced vou to Form W-4. Form W-2
and the 1040 series 1 Unit 1 of Understanding Taxes. In Unit 2. you will
learn more about these forms and how to use them. Using the
Understanding Taxes Software Supplement will help you learn this material.
When vou have completed all the parts of the program and studied Unit 2.

vou will be able to do these tasks:

@ read and understand vour own Form W-2

@ make better decisions about how to fill out a Form W-4 for your
emplover

@ decide whether you should use Form 1040. 1040A or 1040EZ when
you tile your tax return

& complete and file Form 1040EZ

This program is easy to use. and you control it at ail times. You can choose
to study the material by reading through and doing the acuvities in any of
the parts or by studying particular topics that you choose from the index.
You can also check your progress at any time by taking a self-test. As you
work with the program. you will read about taxes. answer questions. key
information into the computer and fill out tax forms. The program will help

you do all the activities as you learn more about the Federal tax system.

Required equipment and
materials

To run the IBM® version of the Understanding Taxes Software

Supplement. you will need

& IBM or compatible personal computer with at least 256K of
memory with 21 1K availuble

a floppy disk drive

MS-DOS version 2.1 or later

Color Graphics Adapter (CGA) and compatible monitor

Understanding Taxes Software Supplement tloppy disk
Apple To run the r‘\pplc® version of the Understanding Taxes Software
Supplement. you will need

& Applelle. Ilcor llgs® computer with 64K of memory
& utloppy disk drive
@& Understanding Taxes Software Supplement floppy disk

ERIC |
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Other materials

At different places in the program. you will need other materials:

Form W-4
Form W-2
Form 1040EZ
tax table

pen or pencil and scratch paper

information about your own tax situation. such as estimates of your
gross income. tax credits or deductions

The program and this user’s guide list necessary materials at the beginning
of each part in the program. Before you begin to work with a part. make
sure you have all the materials. Gathering everything together ahead of time
will make your work easier and faster. Your instructor or a public iibrary
can provide copies of the tax forms.

Setup and installation

\Making backups
The Understanding Taxes Software Supplement is available for both IBM-
compatible or Apple lle. Hic or llgs computers. Make sure you use the ver-

sion of the program that matches your computer system.

No matter what computer system you use. it is a good idea to make a back-
up copy of your Understanding Taxes Software Supplement disk. Then.
store the original in a safe place and use the copy. Your instructor may have
already done this for you.

Hard disk installation

If you want to run the program from a floppy disk. go on to the instructions
titled Starting up on page 5 of this guide. If you want to use the software
from a hard disk. follow the instructions below for installing the software on

a hard disk. Your instructor may have aiready installed the software for you.

1 . Create asubdirectory on your hard disk that will hold the program

files for Understanding Taxes Seftware Supplement.

2. Insert the Understanding Taxes disk mto a disk drive and close the
drive door.

3. Use a file-copying command or utility to copy all the files trom the
floppy disk to your hard disk.

If vou are using an Apple Ile, Ilc or llgs coniputer. you may not
need to copy the operating system file called PRODOS.

4. If you are using an Apple Ile, Ilc or Ilgs computer. remove the
disk and flip it over. Insert the disk back into the disk drive and close
the drive door. Cups the files from the second side of the floppy disk

to your hard disk also.

5.  When you have finished copying all the files. remove the floppy disk
and put it away for satekeeping.
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Starting up

From a floppy disk
To start up the Understanding Taxes Software Supplement from a tloppy

disk on an Appl. Ile, IIc or I1gs computer, foilow these instrucuons.

1. Insert the Understanding Taxes Software Supplement floppy disk in
a disk drive ard close the drive door.

2. Tum on your computer and monitor.
3. When you see the title screen. you are ready to begin.
From a floppy disk

To start up the Understanding Taxes Software Supplement from a floppy

disk on an IBM or compatible personai computer. follow these instructions.

1 . If your disk operating system (DOS) is on a floppy disk. insert that
disk in a disk drive and close the drive door.

2. Tum on your computer and monitor.

3. When the prompt appears on screen, insert the Understanding

Taxes Software Supplement floppy disk in a disk drive and close
the drive door.

4. Make sure the prompt indicates that you are on the correct floppy
disk drive. If not. move te the correct floppy disk drive.

5 _  Type TAXES to start the program. When you sce the title screen.

you are ready to begin.

From a hard disk
To start up the Understanding Taxes Software Supplement from a hard disk.
follow these instructions.

1 . Tum on your computer and monitor,

2. Move to the directory or subdirectory that holds the Understanding
Taxes program files.

3. If you are using an Apple e, Ilc or Iigs computer. run the
program file START.SYSTEM. If you are using an IBM or
compatible computer. start the program by typing TAXES at the
prompt.

4.  When you see the title screen. you are ready to begin.
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Press EE s atany time to change

Press I for help at any time.

Check the status kne fix the next step.

About thhe program

The hasics

Most of the work you will do 1 the program begins at the Muin menu You
choose activities from this list. On the Main menu and throughout the pro-
gram. check the «tatus hine at the bottom of your screen to see what vour
next step should be or (o see what else you can do in the program. You can
always get help by pressing H. or you can change topics quickly by pressing
1 to see the index. And if you make a mistake. want 1o change topics or need
to leave the program quickly. don’t worty. You can return to the Main menu
or quit the program at any time by pressing the Escape key. Here's more

information about these topics.

Fscupe

The Escape key 1s located in the upper left corner of vour keyboard and may
“be labeled “Esc.” This Key is your “escape hatch™ no matter where you are

in the program. If vou make a mistake. want to change topics or need to

leave the program quickly. you can press the Escape key to see the follow-

ing hist of choices.

You pressed <Escape>, what would you like to do?

{A] Go back to where I was
[(B] Go to the Main Menu
{C] Quit the Program

Use the Up and Down Arrow keys to highlight your choice and then press
Enter/Return.

Occasionally. the program will put other messages in a box on the screen.
These messages may ask you for help with the disk drives. for example.
You won't see these messages often, and if you press the Escape key while
one of these boxed messages is on the screen. the program will probably

quit automatically. All you need to do then is restart the program.

Help

If you need to know more about what you can do in the program or how to
do an activity, press H for help at any time. The information in the help box
will give you more ideas about what your next step should or could be. A
reminder to press H for help is always located near the lower left corner of

your sereen. in the status line.

Status line

Loak first at the status line near the bottom of your screen whenever you
want to know what to do next. The status line will always be there. no mat-
ter where you are 1n the program. The middic sentence of the status line tells
you what key or keys to press next in order to continue with the current
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Main menu
The Main menu is your home base. You can enter any of the primary parts
of the program from the Main menu, and you can take a self-test or quit the

program {rom this menu also.

[A] Introduction

{B] Tax Withholding And Form W-4
{c] From Form W-4 to Form W-2

(D] Filing Your Income Tax Return
[E] Completing Form 1040EZ

{F] Mastery Self-Test

Q] Quit

Read the Main meuu screen carefully. There are six topic areas. or parts. in

the Understanding Taxes Software Supplement. You can work with a part in

WO wavs:

& Toeeashort description of a part. simply press the letter next to it
This description tells you what topics are covered in the part and

describes some of the activities you will do.

& To study the topics and do the activities in a part. use the Up and
Down Arrow keys to highlight the letter next to the part you want to
study. Press Enter/Return to begin work in that part.

Index
Press B to se2 index. Another way to work with any of the parts is 10 use the index. a list of topics
covered in the Understanding Taxes Software Supplement.

At the right end of the status line is a reminder that you can press [ to see
the index.

INDEX
Please select a topic:

Allowance

Deduction

Form W-2

Form W-4

Form 1040EZ

Gross Income

Social security number
Taxable Income

Tax Withholding
voluntary Compliance

Go back to where I was

Use the Up and Down Anow keys to highlight a topic you want to study
and then press Enter/Return, The program will take you to one of the parts
that discusses the topic.

ERIC
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Using your hevboard

You have read above about some of the keys you can use in this program:
Esc

Enter/Return

H for help
I for index

Up and Down Arrow keys

You will also use the Left and Right Arrow keys. the Space bar and the
Backspace/Delete key as you move through the program. Make sure you

can find all of these keys on the keyboard.

Working with your computer
If you have difficulty making the software run the way you expect it to.

make sure you can answer yes to each question on this checkhst.

& s vour moniior turned on?

& Are the cables that link your disk drives and monitor to sour computer

correctly and firmly connected?

&> If you are running the program from a floppy disk. is the disk 1n the
drive and is the drive door closed? Remove the disk and then put 1t
back in the drive. Close the drive door and try again.

& I you are running the program from a hard disk. are all program files
copied correctly from the floppy disk? You may want to recopy the
files and try again.

& If you are running the program from a floppy disk on an Apple
I1e, 1ic or IIgs computer. is the correct side of the disk available for
the computer to use? A messaye on your screen will tell you if you
need to flip the disk over.

El{fcu 51
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The Main Menu Activities

After vou sce the Understanding Taxes title screen, you are ready to begin
working. Read the next two introductory screens caretully, pressing the
Space bar to move o the next screen. Soon you will reach the Mam menu.
From here, vou begin working with all the material in the Understanding

Taxes Software Supplement.

As vou begin, remember that you cannot go back into the middle of a part
once you have left it or quut the program. Try to complete a whole part

betore vou stop.

In this part of the user’s guide. you can follow along as you study each part,
Remember. to study a part in detail. use the Up and Down Arrow keys Lo
highlight the letter next to the part you want to study. Press Enter/Return to

begin work.

Iintroduction

Read the [ntroduction to learn more about Understanding Taxes Software
Supplement and how it fits in with the other concepts you are learning in the
Understanding Taxes Program. You may find that you wi!l return to the
“Introduction” later in the program. It is often helpful to remind yourself of

what vou have learned so far and what torics you have not yet studied 1n

your program.

4. From the Main menu, use the arrow keys Lo highlight choice A,

Introduction. Press Enter/Return to select it.

[E8] 1ntroduction

{B] Tax Withholding and Form W-4
{c] From Form W-4 to Form w-2

[D] Filing Your Income Tax Return
[E] Completing Form 1040EZ

{F]1 Mastery Self-Test

{Q] Quit

2 Read all the information in this part carefully.

3.  When you are finished with the materal in this part. return to the

Main menu to study another part or quit the program.

Tax Withhoiding and Form wW-4

Your Federal income tax helps pay for the services and programs the gov-
ermment provides. To understand how the tax system works, you need to
know about several important concepts, including gross income, pay-as-

you-go tax withholding, and voluntary compliance. This part of the soft-

ware cxplains these concepts and helps you fill out an important tax with-

holding form—Form §»2

PRSI £




What vou need to begin

-«
>
L
<>

Form W-4
pencil and scratch paper
vour Social Security number

estimates of your gross income. tax credits and any deductions

If you don’t have all this information, you can still do all the activities in

this part. You can practice with information that you make up.

[.earning about Form W-4

1.

From the Main menu. use the arrow keys to highlight choice B, “Tax
Withholding and Form W-4." Press Enter/Return to select it.

\)E
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{A] 1Introduction

[B}] Tax withholding And Form W-4
[C] Prom Porm W-4 to Form W-2

[D} Filing Your Inccme Tax Return
[E] Completing Form 1040EZ

[F] Mastery Self-Test

[Q] Quit

S ]

Read all the information about the tax system and tax withholding

carefully. Answer each question.

Remember. you can choose an answer by either typing the letter
beside the answer or using the arrow keys to move the highlight to
your answer. Then press Enter/Return. Conunue by following the
instructions at the bottom of your screen until vou reach the section

titled “Completing Form W-4."

As you begin the section titled “Completing Form W-4," familiarize
yourself with the three parts of this important form:

® step-by-step instructions
& Personal Allowances Worksheet
® Employee’s Withholding Allowance Certificate

Fill in your name. address and Social Security number on.the
“Empluyee’s Withholding Allowance Certificate™ near the bottom of
the first page. It looks like this.

Continue to read about the first important question Form W-4 helps

you answer: Are you exempl from tax withholding?

Answer each question to find out if you are exempt from tax
withholding and nced to fill out line 7 of your “Employee's

Withholding Allowance Certificate.”

Whether or not you are exempt from tax withholding, you can
continue to learn about a second important question: How many
“allowances” should you claim?
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As you answer the questions in this section. you will fill in the
Personai Allowances Worksheet. It looks like this.

Personal Allowancas Worksheet.—For 1994, the value of your personal exempuon(s) is reduced f your income is over $X00(, 30K
($2000,)0CX if mazrnied filing jointly, $XXXCLXXX if head of household. or $XX. XXX if mamied filing separately). Get Pub. 919 for details.

A Enter *1* for yoursed if no one eise can clamyouasadependent . . . . . . . . . . . . - . . .« A
® You are single and have only one job; of
£ Enter “17 f: @ You are mamed, have only one job. and your spouse does not work; of ., . B

l ® Your wages from a s6cond job or your spouse’s wages (o the total of both) are $1.000 or les+

| C Enter “1” for your spouse. But. you may choose to enter -0- if you are mamed and have either a working spouse of

| more than ona job {thks may haip you avad baving too fittie tax withheld) . . ... . C
| Enter number of dependents (other than your spouse or yourself) whom you will dum on yout tax retum ., . . . D
Enter "17 if you will file as head of housshold on your tax returm {see conditions under Head of Household aDOVO) E
Enter 17 1f you have at least $XJ0X of child or d dent care exp fur whichyou plen to clam acredt . . F
AddlvalIvmlgthmm(oum.No(t.Thnmmnuybcaﬂ'mlhnmmcmmolumwlmsyouclummy\wrnum .» G

o If you plan to itemize or claim adjustments to income and want to reduce your withhoiding. see the Duductions
For accuracy, and Adjustments Worksheet on page 2.

{
1
i
\ do all ® if you are single and have more than one job and your combined eamings from ail jobs exceed $XX XXX OR if

ommo

workgheets you are married and have a working spouse or more than one job, and the combined eamings from all jobs exceed
that apply. $300.)00K, ses the Two-Eamer/Two-Job Workshest on page 2 if you want to avoid having 00 httle tax withheid.

o If neither of the abova stuations applies. siop here and snter the number from ine G on lne 5 of Form W-4 below.

Answer each question and read the information in this section to
decide which allowances you should claim and how you should
fill out line S of your “Employee’s Withholding Allowance
Certificate.”

6. After you have decided which allowances you should claim. you can
learn about a third important question: Should you have any addi-

tional money withheld from your pay?

You may need to use the worksheets on page 2 of Form W-4 to
decide whether you should have any additional money withheld from
your pay and how you should fill out line 6 of your Employee’s
Withholding Allowance Certificate,

7 . The last section of this part of the software helps you decide how to

fill out line 3 of your Employee's Withholding Allowance Certificate.

This line asks about your marital status. and it determines the rate at
which your tax will be withheld. Read the information in this section
to decide how vou should fill out line 3 and to leam about under-

withholding and overwithholding.
8. Tuke the short quiz at the end of this part.

The quiz will hielp you remember what you learned by reviewing
ymportant questions, Remember. you can choose an answer by either
typing the letter beside your answer or using the arrow keys to move

the highlight to your answer. Then press Enter/Retum.

9. When you are finished with the material in this part. return to the

Main menu to study another part or quit the program.

R4
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From Form W-4 to Folum VW-2

You fill out Fo:m W-4 so that your employer knows how much to withhold
from your piy for Federal income tax purposes. In January. following each
vear dunng which you had a job. cach of your employers must send you a
Form W-2. This form tells you exactly how much money that employer
withheld from vour pay during the previous year. It also tells you exactly
how much money vou earned. and it includes other intormation. Both Form
W-4 and Form W-2 are important to you. and this part of the software

cxplains why.

What vou need to begin
You mas find it helpful to have a Form W-2 to look at. but you can com-
plete this part without one. The computer and thix user’s guide already con-

tain examples of a Form W-2.

Uearmme about Form W22

1. From the Main menu. use the arrow kevs to highlight choice C.

“From Form W-4 (0 Form W-2." Press Enter/Return to select it

{A] Introduction

{B] Tax withholding And Form W-4
N3] Prom Porm W-4 to Form W-2

[P] Piling Your Income Tax Return
[E] Completing Form 1040EZ

[F] Mastery Self-Test

(Q] Quit

2. Read all the information in this part carefully, and answer each question.

Remember, you can choose an answer by either pressing the letter
bestde the answer or using the arrow keys to move the highlight to
vour answer. Then press Enter/Return. Continue by following the

instructions at the bottom of your screen.

3. Soon, sou will need o key mformaton that is correct for you onta

a sample Form W-2.

Key the information carefully. If vou make a mistake. use the Lett
and Right Arrow kevs and:the Rachspace/Delete key to correct it,
Use the Up and Down Arrow keys to move from line to line. When
vou have finished keving the information, move the cursor to the last

Itne and press Enter/Return.

The computer screen shows you a sample Form W-2 and the most
smportant infoymation you will find on it. Here 1s what a real Form
W2 looks hike,

4. Be wure to read all the information on the sereen. When a sample
Form W-2 is on the screen, there may be information both above the

form and below 1t
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5. Take the short quiz at the end of this part.

The quiz will help you remember what you learned by reviewing
important questions. Remember. you can choose an answer by either
typing the letter beside your answer or using the arow keys to move

the highlight to your answer. Then press Enter/Return.

6. When you are finished with the material in this part, return to the
Main menu to study another part or quit the program.

Filing Your lncome Tax Return

Not everyone needs o file a Federal income tax return. If you do. you will

file one of the three basic torms: Form 1040EZ. 1040A or 1040.
This part of the software will help you decide which tax form to use.

By analyzing your answers 1o a series of questions. the program will recom-

mend the correct form for you.

W hat you need to begin
You will find this part of the program more useful if you know the follow-

ing information about your own situation:

& your gross income for 1994
& how much of that income was “unearned.” that is, how much came

from interest, dividends or other nonwage sources

But you don't have to use this information to do the activities in this part.
You can do this part several times with information you make up and
answer the questions differently each time. With more practice. you will
make better decisions about which tax form to use.

Learning to file your income tax return

41 . From the Main menu. use the arrow keys to highlight choice D.
“Filing Your Income Tax Return.” Press Enter/Return to select it.

[A] Introduction

{B] Tax Withholding And Form W-4
{C] From Porm W-4 to Form W-2

@ Filing Your Income Tax Return
{E] Completing Form 1040EZ

[F] Mastery Self-Test

Q1 Quit

2. If you are using an Apple lle, IIc or 11gs computer. you may be
instructed to remove the disk. turn it over and put it back in the disk

drive. Make sure you close the drive door and then press Return.

3.  Read all the information in this part carefully, and answer each question.

Remember, you can choose an answer by either pressing the letter

beside the ansv cr or using the arrow keys to move the highlight to
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your answer. Then press Enter/Retun.. Continue by following the

instructions at the bottom of your screen.

<4 . When you have tinished learning about one of the tax torms, choose
“f.earn more about the different tax forms™ when the program asks
vou what you want to do. Or, go back to the Main menu and choose
this part again. Answer the questions with different information to

learn more about the tax forms.

5.  When vou are finished with the material in this part. return to the

Main menu to study another part or quit the program.

Completing Form 1040EXZ

You are ready to complete vour tax return when you have decided which tax
form to use and have gathered together all the information you wall need to
complete it. In this part of the software, you will practice completing the
form vou will hikely uee to file your tax return—- Form 1030EZ. This part of

the software has two sections:

@ cxamples that you can use to pracuce fithng out Form 1040EZ

A i cction that will help you complete your own Form 1040E7,

What vou need o begin

& Form |040EZ

& Form W-2

@ ax wble

& penor pencil and scratch paper

If vou don’t have vour real Formies) W-2 from your employeris). don’t
worry. You can still practice completing the form by making up information
for vour Form W-2,

Learning to complete Form 1040E7,

3 . From the Main menu, use the arrow keys to highlight choice E.
“Completing Form 1040EZ." Press Enter/Return to select i,

[A] Introduction

[B] Tax Withholding And Form W-4
{C] From Form W-4 to Form W-2

{D] Filing Your Income Tax Return
[3] completing Form 1040EZ

{F] Mastery Self-Terc

[Q] Quit

2. Read the information in this part carefully.

You may want to work through the examples in this part of the soft-
ware before you try to fill out your own borm HHOEZ. It vou choose
to complete the example for a marned couple filing jointly, follow

the instructions titled “Form 1040EZ. for a married couple” below.,
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Form

1.

Form

1.

If you want to complete the example for a single person. foliow the
instructions titled “Form 1040EZ tor a single person™ on page 1S of
this guide. If you want to complete your own Form 1040EZ, follow
the instructions titled “Completing vour Form 1040EZ™ on page 16 of
this guide.

1840E 7 for a married couple

Begin by reading about Daniel Raviv and Patricia Mickiewicz.
Complete the identification lines on their Form 1040EZ and turn to

the top of page 2 to read the information about filing status.

Remember to use the Forms W-2 that Daniel and Patricia received
from their employers. You can switch from form to form by pressing

the arrow keys.

You will also need to use the Forms W-2 to report Daniel and Patricia’s

total wage income on line | of Form 1040EZ.

As you complete lines 2-5. the computer will check vour math, but
you should always double-check your work. Type the correct
amounts at the flashing cursor. You can use the number keys at the
top of your keyboard or the numeric keypad, if your keyboard has
one. When you have typed the information correctly, press

Enter/Return to continue.

When you are finished reporting Daniel and Patricia’s ir ome. figure
their tax on lines 6-9. They are not able to claim the earned income

credit for 1994 on line 7. Use the tax table as instructed on line 9.

Carefully read about deciding whether Daniel and Patricia owe tax or

will receive a refund. Complete line 10 or line 1.

When you have completed Form 1040EZ for Daniel and Patricia,
remember that they must sign it, attach pavment (if any) and the proper
copy of each Form W-2 and mail the return by April 135, generally.

Great! You have completed this example. You can repeat the example,
complete a Form 1030EZ for a single person or complete your own
Form 1040EZ. If you want to practice more by completing a Form
1040EZ for a single person, follow ihe instructions below. If you
want to complete your own Form 1040EZ, follow the instructions

titled “Completing your Form 1040EZ™ on page 16 of this guide.
10307 for a single person

Begin by reading about Joe Day and completing the identification
lines on his Form 1040EZ. Remember to turn to the top of page 2 for

information on filing statue,

Make sure to use the Form W-2 that he received from his employer.

You can switch from form to torm by pressing the arrow keys.

You will also need to use Joe's Form W-2 to report his income on
line | of his Form 1040EZ.
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As you complete fines 2-5, the computer will check your math, but
you should always double-check your work. Type the correct
amounts at the Mashing cursor. You can use the number Keys at the
top of vour keyboard or the numerie key pad. if your kevboard has
one. When you have typed the information correctly. press

Enter/Return to continue.

When you are finished reporting Joe's income. figure Joe™s tax on
lines 6—9. Joe cannot cluim the earned income credit on line 7. He is

not over 25 vears of age.

Joe owes no tax this year. but everybody’s tax return is different.
When you complete your own, you may feed to use the tax table as

nstructed on lie 9.

Carefully read about finding amount of tax owed and tax refunds.

Complete line 10 or line 11 for Joe.

When you have completed Form 1040EZ for Joe. remember that he
must sign it, attach pay ment tn this case. none ) and the proper copy

of each Form W-2 and mail the return by April 15, generaily.

Good job! You hase completed a Form 1040EZ for a single person.
You can repeat this example. complete a Form 1040EZ for a married
couple or complete your own Form 1040EZ. 1f you want to practice
more by completing a Form 1040EZ for a married couple filing
jointly, follow the instructions utied “Form 1040EZ for a married
couple™ on page 15 of this guide. If you want to complete your own

Form 1040EZ. follow the instructions below.

Compteting your Form 1030E7

1.

3.

Once you have practiced by completing Joe Day’s or Daniel and
Patricia’s Form [040EZ. you are ready to complete your own
Form 1040E7Z.

You need to provide the sottware with information from your

Form W-2.

If you don’t have a Form W-2. make up information. Type the
nformation as the software asks for it. You can move from line to
line using the Up and Down Arrow keys. If you make a mistake. use
the Lett and Right Arrow keys and the Backspace/Delete key

o correct it

Type amounts for your "Wages. tips. other compensation™ and
Federal income tax withheld i dollars and cents, even if you

type zero cents.

For example. if your tax withheld was $892, type 892.00 when the
program asks for that iformation. If your total income was $2.489,

ty pe 2489.00 when the program ashs for that information.

When all the mformation is ty ped correctly, move to the last line and
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Review the Form W-2 as it appears on screen. You can make
corrections by pressing C and correcting information as in steps 2 and
3. When your Form W-2 is correct on screen. press the Space bar to

continue.

Turn to page 2 of Form 1040EZ before you begin filling in lines 1-11
on page 1. The top of page 2 gives you information about your filing
status, which was included on page | in earlier years. You will see
that only single persons and certain married persons can file Form
1040EZ.

Complete the identification information and lines I -5 of Form
1040EZ as instructed on screen. These lines record information about

your income.

Type in amounts exactly as they appear on your Form W-2. You can
see your Form W-2 on screen by pressing an arrow key. The computer
will check your math. but always double-check your work. Any mis-

take can delay your refund.

When you are sure the information you have typed on a line is

correct. press Enter/Return to continue.

Complete lines 6-11 in the same way by recording Federal tax
withheld. figuring your tax and recording your refund or amount
owed.

Remember to sign your return. attach your payment (if any) and a

copy of each Form W-2 and mail your return by April 15, generally.

Congratulations! You have successfully filed your own Form
1040EZ. Return to the Main menu to work with another part of the
program. or do any of the examples in this part again for more
practice. If you want to complete the example for a married couple
filing jointly. follow the instructions titled “Form 1040EZ for a
married couple™ on page 15 of this guide. If you want to complete the
example for a single person. follow the instructions titled “Form

1040EZ for a single person™ on page 15 of this guide.
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Mastery Self-Test

Like the other. shorter quizzes that appear at the end of some parts of this
program, the Mastery Seif-Test helps you learn more about the Federal tax
swstem, You can choose to tahe a self-test at any time. From the Main menu.

use the arrow keys to highlight choice F. Press Enter/Retum to select it

[Al Introduction

{B] Tax Withholding And Form W-4
{c] From Form W-4 to Form W-2

[D] Filing Your Income Tax Return
[E]l Completing Form 1040E2Z

@ Mastery Self-Tesat

[Q] Quit

You may want to take a self-test to idenufy what you need to study or 1o
review material sou have already studied. The selt-test questions cover all
the concepts in the Understanding Taxes Software Supplement and offer

hints 1f you need them.

This self-test 1s not an exam. You can repeat guestions this you miss. and
you can take a self-test at any ume. The score you receive at the end of 4 set

of questions is not a grade but a guideline you can use w help you study.

You car choose an answer (o a self-test question by cither pressing the letter
beside your answer or using the arrow keys to highlight your answer. Then
press Enter/Rewrn. Continue through the self-test by following the instruc-

uons at the bottom of vour screen.

Quit

To quit the program from the Main menu. use the arrow keys to highlight
choice Q. Quit. Then press Enter/Retumn.

[A] Intrxoduction

[B] Tax withholding And Form wW-4
[C] From Form W-4 to Form W-2

(D] Piling Your Income Tax Return
[E] Completing Form 1040EZ

[F] Mastery Self-Test

Y Quit

You can also quit from any other place 1n the program by pressing Escape.

Then choose Quit the Program from the menu.

Frnalls . remove the disk from the disk drive and wurn o the computer.
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